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PREFACE. 


THE increase of the National wealth and there- 
with the increase of the purchasing power of thi 
people are the bedrock on which depends not only 
the solution of the vital economic prolalems of 
India and withal' the solution of middle class 
unemployment but that of her political problems 
too. The Montford reforms could not create a 
good impression in the country for perpetual want 
of funds in the Nation Building departments ; 
the funds would not be forthcoming on mere grant- 
ing of autonomy in the provinces as per recom- 
mendations of the White Paper. Moreover if the 
proposed Federation Scheme materialises, feder- 
ation finance will be the most difficult problem in 
Federated India. India is one of those unfortunate 
countries in the world where her economic ship is 
tossing over the billows in the midst of a high sea 
without chart and compass and we may say, with 
her engine break-down. 

In an age where all the advanced nations of the 
worl^are increasing their national wealth through 
theuS^^of up-to-date machineries ifnd in a country 
where its glorious Industries such as shipping, 
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muslin, silk and iron flourishing for more than 
30 centuries and hand made gunny industry of 
recent date were ruined through want of adapt- 
ation of the modern method and machineries which 
Irollowed on the invention of the steam power in 
England, it is a Himalayan blunder to preach through 
the Congress the exploded anti-mill doctrine 
of socialism. Congress is a political organisation 
and it would have been infinitely better for India, 
if it would have confined its activities to political 
movements only. In 1921 the Congress of India 
was out to remove ‘slave mentality’ but at the 
same time it slavishly imitated and preached the 
exploded anti-mill theory of Karl Marx. Soviet 
Russia is an out and out disciple of Karl Marx ; 
but they have discarded this anti-mill theory and 
have set up huge up-to-date machineries “to 
overtake and outstrip the capitalist nations” of the 
world, in their industrial products through her 
“Five Year Plan" started in 1928 and completed’ 
in 1933. The success already achieved by Soviet 
Russia under Five Year Plan has already created 
a thrill of consternation amongSt the %apd;^list 
nations. The folly that India committed one 
hundred years ^ago in not adopting the 
method at the cost of her shipping trade, muslin, 
silk, iron and gunny trades was repeated with the 
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sanction of present Congress. While India is 
entertained with the blessed “Music of Charka” 
to lull her, perhaps, to eternal sleep by the Con- 
gress — the Indian disciple of Karl Marx, Jjis 
Soviet disciple has started big textile factories 
one of which alone employ 8000 workers. While 
poverty and unemployment has increased by leaps 
and bounds specially amongst the middle class 
people in India, there is no unemployment in 
Soviet Russia and the workers generally get 5 to 
12 Roubles a day equal to Rs. 7| to Rs. 18 a day. 
Mr. Shipstone, an English observer says : 
“Before Russia started on her Five Year Plan, 
she had 1,700,000 unemployed in the principal 
cities alone. To-day, she has no unemployment. 
In fact, Russian experts assured me that if a million 
skilled workmen entered the Union to-morrow, 
work could be found for them.” 

With the full support of Jier people for 1 2 long 
years, India produced as per the estimate of the 
experts, 10 million yards of khadder (as against 
2990 iftillion yards produced from Indian mills in 
1931-32) and this, we h^ve shewn,could be produced 
biki^nills of India which couidjhave been started 
with a capital of 1 crore or little over — the ^ums 
that were raised in India under Tilak. Swaraj 
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Fund. We have shewn that even in the heyday 
of khadder movement how the foreign imports 
have increased and it was through the introduction 
more power looms, taking advantage of Cotton 
Tariff Act, that the foreign import was checked. 
India jusi after the war when khadder movement 
was started had sufficient money to start cotton 
mills. So it is through the anti-mill propaganda of 
Congress, that India lost one pf her best opportu- 
nities to start at least hundred cotton mills not only 
for her own use but for foreign export which had 
dwindled from over 1 1 crores a year to about 5 
crores. This is the greatest disservice done by 
the Congress to the India’s economic cause. 
We have shewn in this book that neither the Con- 
gress method has increased the national wealth of 
India nor can create any funds to spend over the 
Nation Building departments. 

The second movement as initiated by the 
Government is to bring in an economic regener- 
ation of the country through agricjjltural ^up-lift ; 
and the Land Mortgage Debenture Banks* \^1I1, 
it is believed, serve thd purpose of financing 
agriculturists. The presen^ Loan Compairie?" of 
Beffgal which operated like Land Banks advanced 
loan ^ the Mortgage of landed .properties. 
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Almost all the Loan Gjmpanies, the number of 
which is over 782 with few exceptions, are in 
the moribund condition due to fall in the pri^s 
of agricultural produce. I .and Banks will meet 
the same fate provided any one of the^ following 
steps are not taken by the Government : — 

(a) Incorporation of Land Bank Scheme with 

Insurance Scheme to get a perennial 
source of liquid cash money to pay 
interest on Debentures. 

(b) Fixing up of the minimum price level to 

some staple agricultural produces in 
order to increase the purchasing power 
of the agriculturists. 

(c) Industrialisation of the country on a 

bigger scale to increase the purchasing 
power of the people to enable them to 
consume more of the Indian agricuL 
tural produce at a higher price. 

S^ondly! — ^The Government idea of economic 
uplift through agriculture will not perhaps be 
suflf^ful unless the above last ^wo methods are 
adopted. It will not be an economic benefit so 
long India plays the role of raw material prjrducing 
country ; 'withotit fixing ^he minimum pricf of 
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agricultural produce any Increase of agricultural 
goods (except sugar-cane and date-tree plantation) 
w?^^l mean less price for the same. While the 
manufactured goods are selling at 4 to 5 tirnes 
the value* of the some of the raw agricultural 
produces, for example, raw jute,, even in this de- 
pressed market, Government attempts should 
be directed towards the industrialisation of the 
country. Otherwise, we are afraid, like the 
Congress Scheme of economic development through 
anti-mill theory, (lovernment Scheme of economic 
uplift through agricultural uplift will fail. 

The only course left open to India is to embark 
on a scheme of Industrialisation. We have shewn 
in this book how we can convert about 150 crores 
of the raw produce of India, now exported, to 
finished goods and we have also seen, how we can 
start 10 or 12 steel > factories in India to supply 
her with the basic material to manufacture motor 
cars, to build modern ships, to produce big 
machineries for the use of railways and f^ctoties 
and to start shipping trade to facilitate the export 
trade on an extensive scale, in India. The^n- 
version of raw materials to finished goods and the 
manufa^^ture o| steel and other materials will 
inerpase the export trade of India to more!‘than 
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double of what it is in normal years, its import trade 
will increase accordingly by about two half times. 
So the custom revenue and the revenue under 
income-tax and other headings will increase to 
another 100 crore of Rupees or mcye — which 
will give sufhcient money to spend over the Nation 
Buildmg departments, and sufficient revenue to 
Raifways and other bodies so that the interest on 
their loans will not form charge on the Revenue 
of Central Government as at present . 

If we go through the history of Reforms that 
have been introduced in India from time to time, 
wc always find that the expenses for administration 
have increased with the working of fresh Reforms. 
So unless the national wealth increases — mere 
change in the Government will not be to the full 
advantage of India. Hence the first and primary 
duty of the Congress, as well«as of the Government 
is to embark upon a scheme of Industrialisation 
of the country. 

India is a sub-continent with population of 
nearly one-fifth of the world popu- 
latioTf. India possesses vast resources which if 
properly handled, can make India the richest 
couatry in the world — ^a proud position ^be held 
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some two centuries back. We have seen in this 
book that about Rs. 400 crores (as against 10,000 
crfVes spent by Soviet Russia on her Five Year 
Plan, and huge capital spent by America under 
National «Recovery Plan) will be required to 
transform India from Agiicultural country to 
Industrial one ; and we have chalked out a Ten 
Year Plan in which we ask t)ie Government to 
give minimum guarantee of 4 p.c. to the capital 
of Rs. 200 crores at the rate of 20 crores a year 
in the beginning. If the Native States join in the 
economic regeneration of the country, we may 
expect another Rs. 100 crores from them in course 
of Ten years time. We have seen how the 
unemployment problem, specially of the middle 
class, can be solved by undertaking the complete 
Industrialisation of the country. Industrial India 
can employ about one crore middle class unemployed 
ladies and gentlemen and can furnish more than 
100 crores revenue to the Central Government. 

We have to recommend a Special Act, namely — 
Development Trust Act — as the principal ma^- 
nery^of the Ten Year Plan which we li^leve 
will not only set at rest the sharp differences 
between capital and labour in India and. all .over 
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the world but will check the further growth of 
Socialism in the world. 

So far we understand, Congress will reject the 
pi'oposal.s of the White Paper and will a^jain divert 
the attention of the Nation towards the Congress 
campaign. We appeal to our countrymen to 
miniftely examine the achievements of the Congress 
specially in relation to economic development of 
the country. At present any movement in India 
except for the increase of the national wealth and 
the purchasing power of the people and therewith 
the increase of the Government revenue, which is 
only possible with the co-operation of the Govern- 
ment, will not be of much use to the country. So 
we ask our countrymen to devote their attention 
to the economic question only and work out 
the Reforms good, bad or indifferent ; and in 
case the Congress does not think, they can join 
in our programme, it is high time that we should 
start a separate Organisation for the purpose. 

The year 1933 witijessed memorable changes 
in tl»e economic histo^ of the wcurld. There was 
World^conomic Conference in London in which 
Silver Agreement and proposal of one standard 
of Cufrency for International use were accepted. 
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Russia’s Five Year Plan was completed in 1933 
and further Plan for economic development was 
a4fvpted in the light of the past experience. Soviet 
Russia will be now one of the strong competitors 
in the International Markets regarding Agricultural 
and Industrial products. United States of America 
has already undertaken a big National Recovery 
Plan and there is already sunshine in that colintry 
after the dark depression for over 3 years. She 
is trying to introduce Bimetallism m their Currency. 
America, being now one of the monetary centres 
of the world, introduction and adoption of silver 
in the currency will have a tremendous effect 
on the silver throughout the silver using countries 
of the world. The present stock of world silver 
is about 15 times the stock of gold and its present 
output will be about 12 times that of gold, the 
yearly world output of gold from mines is 
23,000,000 oz. whilb the yearly world output of 
silver from mines is 250,000,000 oz. So if silver 
is re-monetised, it can not only lift the world 
depression but silver and gold can mainta'in tvice 
the present world’s trade, which means that if the 
population of tke world increases by double»*hey 
can serve the increasing demands of the world 
trade^i It is 9 ]so a happy sign of the time that 
both the Central and* Provincral Covensments 
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of India are in dead earnest to launch upon a 
Recovery plan which will add to the National 
wealth of India and increase the purchasing power 
of, our people and the discourses in this book 
may be of some use in that direction. 

^ 9)e 

Lastly this book is not written for mere 
academic discussion on some burning questions of 
the day, but to start an Organisation to give effect 
to the proposals as contained in this book. So 
we shall be thankful if we get the co-operation of 
our readers as well as of the public towards the 
aforesaid objects. 

The author regrets that some grammatical 
mistakes as well as mistakes in punctuation and in 
spelling have crept in through oversight. 

In conclusion the authol* acknowledges with 
thanks the assistance he has got from the Librarian, 
Commercial Library, Calcutta, for consultation of 
boC>k$ and from Mr. M. K. Roy for going through 
the proof. 


1st March, 1934, ) 

5 & 6. Hare Strqpt, f J. N, GHOSH 

Calcutta. j 




CONTENTS 

CHAPTER L 

Page. 


RESOURCES OF INDIA . . . . 1-27 

Financial Commitment of India Government 2 
Plight of advanced Nations . . . . 3 

Transport and Industrial wealth of India . . 4 


Figures of Import, Custom Duties — and 
Income Tax 

Mineral wealth of India 
Outstanding figures of Principal minerals . . 

Wantof adaptibility — cause of ruin of Indian 
industries . . . . . • 9 

India's untapped iron ores . • . . 10 

Criminal neglect of Jute Industries by the 
Bengalees . . • . ,.11 

First English Jute Mill in Bengal .. 12 

Tea Industry in Bengal and Assam , . 13 

Exportable raw produce — conversion into- 
finished goods . . . . ..14 

Shipping Transport facilities essential to 
export trade . . . . ..15 

National Mercantile marine . • ..16 

Huge Shipping income on Indian Vade . • 17 

Ship-building Industry — its possibility .. 18 

Agricultural wealth of India . . . . 19 

Cultivated lands in India and America and 
th^value of agricultural produces — a com- 
parison . . . . . , 20 

Artificial inflation of Tea prices — no solution 20 
Greater the agricultural produce less, price 
it will fetch .. ..21 

Industrial development connotes larger 
home consumption .. ..21 

Labour wealth o^ India . . • . 23 


00 VJ VJ 



( xviii ) 


RESOURCES OF lNDIA-<con/(/.) 

Indian middle class youth not inferior to 
foreigners 

In a match factory and Tata’s Steel factory — 
an encouraging experience . . 24 

Middle class youth — avenues of employment 25 


Page. 


23 


CHAPTER II. 


GOLD KING AND SILVER QUEEN . . 28- 50 


India drained gold from Europe from Seventh 



Century B. C, 

India’s gold stock depleted — introduction of 

28 


silver currency 

Appreciation of Rupee Exchange helps im- 

29 


port — but ruins export 


31 

History of the Rupee Exchange . . 

Lord Herscheirs Commission . . 

31 

31 

Fowler’s Commission 

Chamberlain Commission and Reverse 

32 


Councils 

33 


Babington Smith Commission . . 

33 


Sale of Reverse Councils 

34 


Royal Commission on, Exchange 

35 


Rupee linked to sterling 

The Gold Rush 

36 

36 

The cause of the world depression 

How to lift the world depression and with it 


38 

the depression in India 


39 

Why Silver Queen should be taken in as 
partner of the Gold King ' . . 

Gold mania of ^Bank of Engknd and other 


40 

allied English Banks 

Those Busy bodies — “Gold Maniacs”— -who 

44' 


ve brought about ruin 


44 



( xix ) 


Page. 

GOLD KING AND SILVER QUEEN-~<con/J.) 

Symmetallism — the only remedy for world 
depression . . . . . . 47 

Result of World Etonomic Conference 
Silver Agreement . . . . . . 48 

Steadying influence — Sir C. Mehta on Silver 
Agreement . . . . . . 49 


CHAPTER III. 

FIVE YEAR PLAN OF SOVIET RUSSIA 

AND SITUATION IN INDIA .. 51-76 

A big Commercial Warfare with 15 crores 
soldiers and capital of 10 thousand crores 
of rupees .. .. .. 51 

Success of Five Year Plan creates constern- 
ation amongst capitalist nations . . 52 

Steel factory at Magnetogorsk with the largest 
output in the world . . , . 54 

Success of Five Year Plan depends upon 
success of steel factories . . . . 55 

Motor Car Factory under Five Year Plan is 
the biggest in the world (Ford's contract). . 57 

Tractor Factory at Stalingard .. .. 61 

Power Plant at Dnieprostrory the biggest in 
the world — supplies cheapest power . , 62 

The biggest Oil Reserve of Baku . . 63 

The World’s largest Wheat Farm at Gigant. . 65 

Tea Plantation in Chakwa District in Georgia 
sufficient to meet Russian consumption and 
surplus to export . . . . . . 66 

Asbestos Pit two miles wfde will yield twice 
world’s production lnjJ928 . . 68 

Marf^anese Mine at Chiaturi in Georgia is the 
World’s richest source of high quality 
Manganese Ore . . . . . . 68 



( XX ) 


Page. 

FIVE YEAR PLAN OF SOVIET RUSSIA 
AND SITUATION IN INDIA-(con/J.) 

Resources of Russia and India — comparison 70 

Zdand'loom industries vs. machine industries 71 
Government's protective measures for indus- 
tries . . . . . . . . 73 

Bengal Coal — inaction of Government and 
apathy of Bombay millowners . . 73 

Government's welcome measures in coastal 
Shipping Passenger trade . . . . 74 

Government's benefits under Ten Year Plan 75 


CHAPTER IV. 


THE TEN YEAR PL^N .. .. 77-136 

The White Paper and British Merchants . . 77 

Present Exchange affords I2i P. C. bounties 
to British Import . . . . 79 

English merchants* help can make India a 
Greater India . . . . . . 80 

Gain of British Merchants — their good quali- 
ties . . . . . . . . 82 

British foresight in business — ^an example 
to Indians . . . . . . 83 

Jute Mill Industry . ^ , 84 

New Jute mills , . . . . . 84 

Shipping Industry . . . . , . 87 

Ship Building Industry . . . . 88 

Steel Industry . . . . ... 89 

Steel Product Industry . . . . 90 

Cotton And Cotton Waste . . . . 90 

Oil Industry . . . . . . 90 

Coal .. .. . .. 91 

pectric Power Plant . . . . 92 

Motor Car and Tractor Industry . . 92 

In^qstrial Bank . . . .. . . 93 



( xxi ) 

THE TEN YEAR PLAN— (contd.) 



Page. 

Agricultural Bank 



94 

Insurance 



95 

Oil Crushing Industry 



96 

Miscellaneous Industries 



97 

Sugar Industry 



97 

Tea and olhci Agricultural produce 
Capital for complete industrialisation 

of 


97 

India . . 


97 


Method of raising capital 



99 

Government and Ten Year Plan 



99 

Charge of interest on Revenue . . 


101 


Protective Tariff on Sugar 


102 


Loss of Revenue 


102 


Balancing of Budget 


104 


Expenditure of increased Revenue 

Want of Funds - perpetual complaint 


106 

106 

Education 



107 

Sanitation 



108 

Agriculture 



108 

Industries 



109 

Government Loans . . 



no 

Revenue from Custom Duties and Income 
Tax Trade figures per head in U. S. A., 


no 

England and India 


III 


Civil Servant and Ten Year Plan 

Capacity of the Indian Public to subscribe to 


112 

the requisite capital 

Total Rupee and Sterling Loans of India 


114 

Government p • * 


114 


NWt irriPort of gold and precious metal 


115 


Addifional interest of subscribers 


116 


Congress & Ten Year Plan 


118 


Origin and growth of Congi^s . . 

. . 


118 

Anti-miil propaganda of the Congress 



120 

Congress adopted Karl Marx 

Improved machineries are not labour dis- 


K1 

placing « . . 

9 


122 

New Theory of Crisis L 

B 

•• 


126 



( xxii ) 


THE TEN YEAR PLAN-(con/(/.) 

Standard of living higher 
'Socialism cry for improved machinery 
Congress Theory of income and expenses 
under Swaraj Government 
Reductfcn of cost of Civil Administration . . 
Reduction of Military cost 
Reduction of cost of interest by repudiation 
of some Government Debts . . 

Other side of the picture 
What Congress should do to increase^ pur- 
chasing power 

Picketing foreign piece-goods and courting 
jails is a sickening sight 
Civil-disobedicnce Movement . . 
Inconsistency of the Congress theory and 
practice 


Page. 


123 

123 

128 

128 

129 

130 
130 

132 

134 

134 

135 


CHAPTER V. 

DEVELOPMENT TRUST-AN ANTIDOTE 


TO SOCIALISM .. .. 137—159 

Early history of corporate bodies in England 1 37 
Companies formed b/ Parliament .. 139 

Formation of unincorporated companies . . 139 
Origin of Companies law in England .. 140 
Origin of Socialism in England and in 
European countries .. ’ 141' 

Fantastic Theories . . . . ..142 

Neither Capitalism nor Socialism shall be the 
future order of Society .. ..142 

Corporate Life in India .. ..144 

<Numer of Companies registered in India and 

England . . ■ . . • 146 

Naifiber of Joint Stock Companies ... 1 46 

'Origin of Cooperative Societies .. 148 



( xxiii ) 


Page. 

DEVELOPMENT TRUST-AN ANTIDOTE 
TO SOCIALISM-(co/i/i) 

The main advantages and disadvantages of 
Corporations formed under Joint-stock 
Companies Act and Co-operative Societies 


Act . . . . . . . . 149 

Advantage of joint stock Companies . . 149 
Disadvantages of joint-siock Companies .. 149 
Want of Direct Control .. ..150 

Total number of Companies in existence 

with their capital in England and in India 150 


Inequities of Joint-stock Corporations . . 151 
Inequities of Joint-stock Companies — an 
example . . . . ..151 

Advantages of Co-operative Society . . 153 


Their Disadvantages .. ..153 

In the evolution of Corporate Organisation . . 154 

A new Act viz. Development Trust Act . . 154 

Its advantages and utility . . . . 155 

Income of India under Ten Year Plan . . 157 

Utility of Development Trust Act 159 

CHAPTER VI. 

ROMANCE OF JUTE .. .. 160-221 

Sensational development of jute industry . . 160 
Early History of Jute Trade . . . . 161 

Elarly jute manufacture .. ..161 

How Hindu widows earned livelihood . . 162 

Early export of gynny .. .. 163 

F^st eil^riment with Jute . . 164 

HistoVy of Spinning and Weaving Mills in 
Bengal .. .. .. 164 

Mr. Acland’s subsequent e^eriment . . 165 
The Bamagore Company and the power loom 168 

New mills erected in I860— 1^70 .. ^69 

How jute cuttings were utilised . . ..171 

New mills imd new jnarketa .. .. 172 



( xxiv ) 


ROMANCE OF JUTE -(con/J.) 

The Yankee Instinct 

Prosperity of jute industries and criminal 


negligence of the Bengalees . . ..177 

Jute Manufacture as Career of young Bengal 
Table of Jute Districts .. ..181 

Table Prices of Jute etc. . . . . 183 

Technical knowledge of jute mill Manager . . 
Huge income of Jute Mill in julo cen.troo . . 188 
Average income of worker 

Development of Industrial Colony .. 189 

Jute Mill Industry and its influence on the 
Indian Public 

How Jute Industry can help .. .. 191 

Political feature of success of Jute Industry 192 
By way of increased Custom Duties 
The Income Tax 


How Jute Manufacture is possible in lorrn 
of Cottage Industry 
Location of future Jute Mills 
How to secure the entire supply of raiv jute 
now exported for the future mills 
Better condition of the present Jute Mill 
Industry on starting new mills under 
Development Trust 

List of looms and spindles at different periods 
Capital for the new Jute Mills . . 
Government income the export duties 
20 years figure of Jute Production, Mill 
consumption and export of raw jute 
Export Duty on Jute and Jute Manufactures 
Constitution of Jute Mills under Development 
Trust Act 
Mill Manapr 
Training of youn^g men 
Sanitary condition of new Jute^iHs 
Present Marketing of Jute & Jute Manufactures 
Future marketing of Jute Manufactures 
Muieifarious of Jute Manufactures 


Page. 

174 


180 


186 

189 


191 


192 

193 

193 

194 

194 


197 

198 

199 

200 

201 


202 

204 

204 

205 

206 
206 
207 



( XXV ) 


ROMANCE OF JUTE— (confi) 

Jute Share Market . . 

Security of service for workers in Jute Mills 
under Development Trust Act 
Provident Fund for Worke»? 

Income Tax Charf^e of Government for 
Mills stirlod under Development Trust . . 
Government Guiraniee and White Paper 
Proposals ... 

Beni^al Youths and the Julc Mills 
The E xports and Indian Consumption of 
cloth . . 

The Exports and Indian Consumption of 
Gunny Bags 

The Consumption of Raw Jute as per Annual 
Reports ol the Indian Jute Mill Association 
Value of Jute and Jute Manufactures exported 
from India 

Exports of Jute and Manufactures to Foreign 
countries during 1920 — 21 
Exports of Jute to all Foreign Markets 


Page. 

208 

210 

212 

212 

213 

214 

216 

217 

218 

219 

220 
221 


CHAPTER VII. 

SHIPPING INDUSTRY IN INDIA . • 222-266 

Fall and decline of the Indian Shipping . . 222 

Early history of Indian Shipping and its 

maritime activity . . . . . . 222 

Prehistoric India — a first class power with 
high civilisation . . . . . . 223 

Firslfciron ship*of England . , . . 225 

Without National Mercantile Marine, Export 
trade on a bigger scale is impossible in 
India . . . . . . . • 225 


Fabujpus Income of the Shipping Tracfe . . 226 

Coastal Shipping Income . . . . 227 

Rangoon Passengers . • . • 229 

The capital outlay on Indian coastal ship% . • 231 



( xxvi ) 


SHIPPING INDUSTRY IN INDlA-(con<</.) 

Shipping Capital 

Sca-going Steel and Iron Steamers and Motor 
Vessels of 100 gross tons and over, owned 
by the Principal Maritime Countries 
Capital of the British Shipping . . . . 236 

Number? of Ships possessed by the British 
Comp \nics . . . . . . 23o 

Profits of one ship company . . . . 237 

Small cipitil outlay for Siiipping Companies 
in contrast to big outlay on Railways ^ . . 237 

Shipping Income on India’s export and 
impoit trade (excepting coastal ports) 

Ocean routes are free , . . . 238 

Immediate return on investment on Shipping 
Trade .. , , 2i9 

As to the Incu.ne of i nport and export oi 
India . . 

Calcutta to the United Kingdom, Continent 
Jute rate ijoi Calcutta scale 
Calculation of freight paid in Export and 
Import Trade of India 

Grand total income of shipping trade in 
India . . 

Total income of the Indian Shipping Trade . . 243 
Future increased income of Shipping trade in 
India , . 

White Paper and Shipping Trade 
Commercial Safeguards . , . , 244 

Rebate system and the shipping Trade . . 245 

The cause that led to the formation of RIflg 
and Rebate system . . . . 245 

Evidence of Sir Thomas Southerland before 
the Royal Commission on Shipping Rings . . 246 
How Rebate Sysilbm ties dowfr the shipper 
^rpetually . , . . . , 247 

Chamber of British Shipping is dead against 
thf l^ebate System . • 248 



( xxvii ) 


Page. 


SHIPPING INDUSTRY IN INDIA-(con/J.) 

The principal Shipping Rings and their 
Nationality . . . . . . 249 

Capital of Shipping Industry . . . . 253 

How to raise the Capital of Shipping Industry 254 

How Ruling Chiefs can help it . . . . 254 

Profits of the Shipping Trade . . . . 258 

Expenses for a Round Voyage of 20 days . . 259 

Earnings . . . . . . 260 

Shipping as career of young India . . 261 

Shipping career of educated Indians will be 
a distinct gaiti for India and will help 
emigration . . . . . . 262 

The Income of the Seamen . . . . 263 

A monthly wages and victualling Bill for a 
7,400 ton D. W. Steamer . . . . 263 

Number of men that can find employment 
in shipping trade . . . , . . 264 

Constitution under Development Trusts . . 265 

Allocation of profits . . . . . . 266 


CHAPTER VIII. 


SHIP BUILDING IN INDIA . . . . 267-282 


India’s shipping requirement . . . . 267 

Raw materials for ship buildings 
League of Nation’s Report . . . . 268 

RepoiJ; of other »hip building federation 
Wages of workers in ship-building industry 270 
The number of persons employed by different 
countries in ship building* 

The wages paid by the difcrent countries to 
the 'Aorkers in the ship building Industry 
Existing Tonnage of 25 years of age and over 
30th June, 1926 .. 

Oil Xankers gross tonnage of t|}e world 


268 

270 

271 

272 

273 

274 



( xxviii ) 


SHIP BUILDING IN INDIA-(con/</.) 

Motor vessel gross tonnage of the world 
Price of the tonnage 
Variation in price of ships 
Value of, ships varies with freight trade 
Size, draft, speed and other special specifi- 
cations are the detonnining factors of the 
price of steamers . . 

How draft affect the price of ship . . 278 

How speed affect the price of ship . . 279 

Principal sea Tonnage in Midsummer in 

1914 .. 

Location of ship-hiiilding yaids 
Constitution of shi{'<-buildin" }ards 
Workers of ship-building industiy 


Page. 


275 

275 

275 

276 


277 


280 

281 

281 

282 


CHAPTER IX. 


STEEL INDUSTRY IN INDIA . 


283-313 

Its multifarious use . . 


283 

Modern age may be called “Steel age“ 

284 


India's requirement of steel 

287 


How to produce steel and Iron cheaper in 
India ? , . ' 


287 

Huntsman Process . . 


289 

Bissemer Process 


289 

Siemen s Process 


290 

The electric furnace 


290 

Duplex method 


290 

Steel manufacture of India as, compared to 
the world manufacture of stc^l 

England's need of 'Indian Steel 

291 



293 

Indian steel will be required for the Empire 

294 


Japan's need of Indian Steel 


295 

Early jdistory of^ Iron and Steel Industry in 
India . . . . . . ^ . 


295 



( xxix ) 


Page. 

STEEL INDUSTRY IN INDIA-(«n/J.) 


Caiises that led to success of Sheffield and 
America .. .. .. 297 

Causes that led to the downfall of Indian 


Iron and Steel manufacture . . 

First Iron and Steel factory in India 

298 

298 

Marshall Heath’s first attempt in 1 824 

The second Iron and-Steel works at Barakar . . 

298 

300 

History of Tata’s Steel works at Sakchi 

The initial difficulties 

300 

300 

How a Bengalee geologist spotted out the 



Tata’s present factory site 

302 


Difficulty to raise Share Capital and subse- 
quent success 

Tata’s service in War 

305 

306 

Supply of War Materials 

Contribution of Rs. 6 crores to India 


306 

Government 


307 

Location of future Steel Factories in India . , 


307 

India’s need of its own steel 

How America absorved more than half of the 


309 

world gold through steel 

310 


World steel production figure in 1928 

Steel produce of America 

311 

310 

Constitution of future steel factories 


311 

Profits of future steel factories . . ' 

Number of workers that can be employed in 


312 

Steel Industries . . 


313 

CHAPTER X. 



MOTOR CAR INDUSTRY IIs INDIA 


314-326 

Early History of Motor Car manufacture 

314 


Motor Car manufacture in India — the facilities 314 


Capital of Motor &r Industry • . 

S^u^Unes8 bf Capital of Ford’s Factory 


316 

316 



c 



( XXX ) 


MOTOR CAR INDUSTRY IN INDIA- 

Why Ford’s Factory is Strike proof 
Ford’s River Rounge Plant 

-{contd.) 

.. 318 

Page. 

319 

Ford’s High Land Park 


319 

Motor Car Factory in India 


321 

Locatiorf of Motor Car Factory . . 


322 

Capital . . 


324 

Workers that can be employed in Motor Car 
and subsidiary industries 

325 

Constitution of Motor Car Industry 

• • 

325 

CHAPTER XI. 

BIG MACHINERY INDUSTRIES IN INDIA 

327-328 


India’s requirement of big machinery will 
increase to about 60 crores a year . . 327 


CHAPTER XI 1. 

COTTON MILL INDUSTRY IN INDIA . . 329-350 

Cottage Industry vs. Mill Industry . , 329 

Cotton Mills in India . . . . 330 

Hand looms in India . . . , 331 

Etiology of Khadder Movement , . 332 

Congress adopted Kar^ Marx . . . . 332 

Second attempt at Khadder Manufacture . . 334 
Economics and Ethics of Khadder Movement 335 

Khadder movement encouraged foreign 

import .. .. .. 335 

Increase of power looms checked foreign 
import . . . . . . 337 

Success of Anti-mill theory «would ruin 70 
crores Capital And 4 Lacs WiS>rker8 . . 338 
New hundred mills would have been started 
but for Anti-mill propaganda . , 338 

Swadeshi agit|tion in Bengal chalked the 

fi^tpath .• •• • 339 



( xxxi ) 


Page. 

COTTON MILL INDUSTRY IN INDIA-(con<i) 


Up-to-date machineries . . . . 339 

New Theory of crisis preached by Con- 


gress . . . , . . , . . 

340 


l^ow let us see what the facts are 


340 

But the facts are otherwise 


340 

Unemployment in India is hundred times 



greater 

340 


Government of machine using countries 

340 


Education higher 


341 

Sanitation better 


342 

Standard of living higher 


342 

The possibility of running Mill Industry as 



Cottage Industry . . 


345 

India's need of its textile goods • . 


347 

Export of Indian Cotton Yarn and manu- 



facture 


349 

Capital * . 


350 

Constitution of Cotton Industries 


350 

CHAPTER XIII. 



ROMANCE OF INSURANCE 


351-423 

World when Insurance was not introduced 


351 


Potentialities of Insurance Companies . . 353 
Basic principles of Insurance world . . 354 
Seeds of mortality of Banks, factory and 
other business^ • . . . . • 356 

Succe^ of Indian Life Insurance Companies 360 

Indian Insurance men are better than 
foreign Insurance men 361 

Difficulties of Indian Insiyjpmce Compeyiies 361 

Remedies suggested . . . . . . 364 

Ho\y Life Companies can pay some return 
to the shareholders . . . • 367 

Legality of payment of bonus to shareholddirs 370 

Guaflmteed bonus • • . . • 371 



( xxxii ) 


Page. 


ROMANCE OF INSURANCE-(conf</.) 


Starting other classes of Insurance .. 371 

Rules under Insurance Act requires amend- 
ment to stop high expenditure of Life 
G>mpany . . . . . . 373 

Provident Societies Act must be done away 
with' . . . . . . . . 374 

Dividing Societies business * . , . 375 

Another type of Provident Company * . . 377 

Section 3 of the Provident Act . . . . 378 

Defects in Provident Societies Act . , 379 

India’s need of new Industrial Act . , 382 

Deposit under Industrial Act . . . . 382 

Types of Industrial Insurance Companies . . 384 

Remedies suggested , . . • .... 389 

Social and political service of Insurance 

Companies . . • . , . 393 

Ordinary Life Companies and their duties 
towards India . . . . . , 395 

Scientific culture of Life Insurance Policies 
through increased purchasing power of the 
people .. .. .. 395 

Assets of Life Companies . . . . 396 

Scientific culture of Life Policies . . 397 

How to increase the purchasing power of 

people . , . . • . 399 

Formation of Fedyation of Insurance 
Companies .. .. 400 

Capital of Federation will earn dividend 
from the beginning . . , , 400 

Pooling arrangement .. ^ 402 

How capital for industries will be raised 

from the public • . . , 402 

Constitution of Federation ^ .. 403 

Insurance Company that will not join the 
Federation •• .. .. 404 

Place of Federation scheme in Development 
Trust scheme .. .. .. 405 



( xxxiii ) 


ROMANCE OF INDUSTRY— (con/</.) 

Industries that can he successfully run by 
the Federation of Insurance Companies . . 


Motor Car manufacturing Company 

.. 406 

Shipping Company . , 

.. 408 

5hip Building yards and Machine manu- 

factoring Companies 

.. 40fk 

Jute Mills 

.. 408 

Wider field of Insurance to be tapped 


Crop Insurance 


Crop Insurance is Famine Insurance 


Method of calculating premiums of 

Crop 

Insurance 

, , 

Circumstances that are to be taken 

into 


account in calculatina; premium 
Rating of premium of Crop Insurance 
Method of collection under Crop Insurance. . 
Cultivator’s attraction for Crop Insurance . . 
Number of persons that Crop Insurance and 
Agricultural Bank can employ . . 

Constitution of Crop Insurance . . 

Capital of Crop Insurance 

CHAPTER XIV. 


Page. 


406 


409 

411 

414 

416 

417 
419 

421 

422 

422 

423 
423 


BANKING INSTITUTION IN INDIA . . 424-430 

Mortgage Debenture Bank . . . . 325 

Difficulties of formation of Lana Mortgage 
Debenture Bank in India . . . . 426 

How Land Banks can prosper in India . . 328 

Land Banks are just like Loan Companies in 
Bengal . . . . . . 328 

'Bengal Government’s move 430 

Agricultural Bank of India . . . . 430 

Industrial Bank of India . . . . 432 

Commercial Bank of India . . , . 433 


D 




TEN YEAR PLAN 

AND 

Solution of Middle Class Unemployment 

CHAPTER I. 

RESOURCES OF INDIA. 

Keener and keener the struggle for existence, 
the higher and more ennobling is Indian manhood 
in the making ; whereas in the majority of cases 
the rich and unbounded resources of the Indian 
provinces and the inherited wealth in Indian homes 
are synonymous with laziness, luxury, disintegra.> 
tion and what not, a negation of the same often 
encourages activity, spirit of co-operation and spirit 
of progressive movement. “ The fabulous wealth 
of Ind.” — is fast disappearing. The diadem of 
the Brjtish Enapire is lying financially prostrate, 
its'tr-ade paralysed, the war wealth long, long 
vanished, some of its key industries, such as cotton 
and coaj, jute and tea ai& in the death grip. Bank 
facilities have long been withdrawn. Credit, both 
at home and abroad, is a thing of* the past;, A 



( 2 ) 

favourable Trade Balance is never to its full 
advantage such being its queer and out of date 
Exchange Policy and monetary system which with 
closing of the mint for silver coinage have resulted 
in the contraction of currency and dearth of 
capital everywhere. 

The top-heavy administration of the Govern- 

ment with its extraordinarily high 

Financial ^ . . 

commitment of military cost even m peace time. 
Government. j i • i Ar f i 

absorbing about 45 p.c. or the 
revenue of the country, and annual commitment 
of about 44 crores of Rupees as interest on Rupees 
and sterling loans necessitate imposition of 
high taxes on the already over-taxed people in 
utter disproportion to their average income ; the 
raising of frequent sterling and rupee loans and 
issuing Postal Cash Certificates and Treasury 
Bonds at an exhorbitant rate of interest vitally 
affect and stand in the way of the growth of Bank- 
ing Institutions in India. No Bank can develop in 
a country where its Cover nmenj is a strong 
competitor for investment of the public capital at 
a rate of interest generajly higher than the rate 
allowed by Banks for fixeckdeposits, and necessarily 
trade, commerce and industries of the country 
languish for \fant of Banking facilities. 
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Added to these there has been a universal 
depression and stringency of the 
vin«d°natioiis. money rrtarket. The background of 
currency of almost all the Nationals 
b«ng in gold, and there having been a depletion 
and shortage of gold amongst the importing 
countries of Indian goods (excepting United 
States of America and France) principally through 
the payment of War Debts to America, and repara- 
tions — the purchasing power of the debtor nations 
such as Germany, England and other countries has 
been reduced. Again in America from the year 
1929 owing to the rabid speculation in shares 
there have been staggering Bank failures of over 
two thousand Banks and with them about a million 
business houses and individuals have been 
adversely affected. Since 1929 there has been a 
regular upset in the money market all the world 
over — which forced a good number of countries 
to be off gold standard. The cumulative effect 
of the adverse money market resulted in low 
demand for Indian goods, and its jute, gunny, 
tea,* rice, cotton, wheat and other exportable goods 
suffered in prices, and in* most of the cases the bare 
cost of production was not forthcoming, and the 
above found its reaction and the purchasing 
power of the people has gone dotvn likei ^ny- 
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thing and there is a dearth of capital in almost 
all the spheres of its activities. The unemployment 
problem specially of the middle class has become 
keener in recent years, and the question of better 
price oj- some of its exportable commodities and 
the solution of the middle class unemployment is 
the absorbing topics of the day. 


The resources of India can be divided into 
five broad categories : (a) Transport wealth ; 
(b) Industrial wealth ; (c) Agricultural wealth ; 
(d) Labour wealth ; (e) Mineral wealth. 


Transport and Industrial Wealth of India. 

Sea-girt India, having 4,000 miles of sea board 
honeycombed with ports on all sides and 42,700 
miles of rail road, affords exceptional facilities for 
internal and international trade. Nature’s abund- 
ance has been poured into her with vengeance ; 
while her sons are being famished, her raw 
products keep thousands and thousands factories 
of the world going on ,and in exchange she is 
the dumping ground of Hhelr finished products. 
It is an irony of fate that amongst all the 
nations of tl^J world India should suffer from a 
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state of chronic poverty and unemployment. 
At the present rate of exchange, India’s export 
trade on an average for 5 years ending 1929 
amounts to rupees 326 crores a year, and if we 
caw turn her raw materials into finished goods as 
all the nations of the world do, In^ia can 
conveniently convert about 150 crores of raw 
materials exported at present into finished 
goods ; including the labour and other charges, 
finished goods can be computed on an average at 
a price of two and half times of the value of raw 
materials. So the export trade of India would 
jump from rupees 326 crores to 551 crores a 
year. But the complete industrialisation of the 
country through a Ten Year Plan will necessitate 
opening of several steel and iron factories, ship- 
building docks, automobile factories for manu- 
facture of motor cars, lorries, tractors, etc., 
•locomotive and railway rollii),g stock factories, 
and factories for production of big machines will 
enhance the export trade of India roughly about 
another* 100 crotes a year. So the export trade of 
India will on an average be 651 crores of rupees, 
and taking that the import? trade will proportionately 
increase-^the import trade inclusive of import of 
gold, ‘silver and other precious metals will come to 
roughly ov.er 600 crores of rupees^ i.c., jifearjy 
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three times the present import trade which means 
that the revenue of the Central Government from 
custom duties and income-tax would be increased 
by about three times the present income. If the 
average , income of the Government for 5 years 
from 1925 to 1929 from custom duties be about 
50 crores of rupees and from Income Tax be \6^ 
crores, under the Ten Year Plan with the in- 
creased export and import, the income from the 
custom duties will be 125 crores, a net increase of 
75 crores and with increase of Income Tax, Stamp 
duties and others, further increase of at least 25 
crores can be expected. So the total increase of 
the revenue of the Government will be another 
100 crores nearly 80 p.c. increase of the Revenue 
of the 124’6 crores in the year 1930-31, if not more, 
and if the average trade balance in favour of India 
be Rs. 87 crores, it will be nearly 151 crores a 
year inclusive of import of Gold, Silver and precious 
metals under the Ten Year Plan, and the quick 
beating of the pulse of money market, we ex- 
perienced during war period can be a pe/mapent 
factor in the Indian economic world. The pur- 
chasing power qf the people will increase with the 
increase of average income and the unemploy- 
ment problem will disappear like mist before 
sunrise. 
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Figures for Import and Export, custom duties and 
income-tax — in Lakhs of Rupees. 

Year. 1925 1926 1927 1928 1929 

Import .. 221.18 231.22 249.84 253.31 240.80 

Export .. 374.84 301.44 319.15 330.13 310.81 

1925-26 1926-27 1927-28 1928-29 1929-30 
Custom duties 47.77 47.38 48.21 48.28 51.27 

Income-tax 15.25 15.64 15.06 18,70 16.70 

Average Import — 239 Crores of rupees. 

„ Export ~ 326 

„ trade balance — 87 „ „ „ 

„ Custom duties — 50 „ „ „ 

„ Income-tax — 16.50 „ „ 


Mineral Wealth of India. 

Popularly India is known as “ gold producing 
land.” It does not mean that India is full of gold 
mines, but the sub-soil of India contains vast fields 
of diverse minerals, such as iron ores, coal, oil, 
lead, copper, mica, manganese, silver, gold and 
other precious metals which can be converted 
into gold. In most of the provinces, the upper 
soil is very productive and produces wheat, rye, 
rice, cotton and jute, which can be converted into 
gold. The mineral resources of India have not yet 
been fally tapiled. Historians will give credit to 
the adventurous^firitish merchants for exploring 
some of the minerals qpd to late Sir Jamshedji 
Tata for* exploring iron ores. TTie coal industry 
in Bengal and Behar began to flourish when big 
factories were started by the British merahhntft 
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and in a good year the total output of coal brought 
in a sum of about 25 crores. This was followed 
by Tata’s steel plant in Sakchi. It is the common 
belief amongst the geologists that only a part of the 
mineral resources of India has been explored a,nd 
there still remains to be tapped its vast unexplored 
held. The total value of minerals produced in 

India in 1927-{22. 926,882. in 1928-r22, 036,722, 
in 1929-^22,421,228, in 1930-/: 19,750,233 and 
in 1931— ;^1 7,739,994. 


The following are the outstanding figures of the 
principal minerals produced in India — (in ^1000). 



1928 

1929 

1930 

1931 

Coal 

6,604 

6,669 

6,861 

6,126 

Petroleum 

4,314 

4,880 

3,889 

4,380 

Manganese Ore 

2,32! 

1,542 

1,200 

727 

Lead and Lead Ore . . 

1,642 

1,846 

1,346 

940 

Gold 

1,588 

1,571 

1,384 

4,541 

Building Materials 

1,111 

1,121 

1,096 

852 

Salt 

746 

844 

944 

1,010 

Silver 

892 

803 

571 

387 

Mica 

698 

784 

562 

307 

Zinc Concentrates 

553 

409 

190 

128 

Iron Ore . . 

413 

484 

361 

308 

Tin Ore . . 

339 

448 

337 

260 

Copper Ore and Matte 

372 

484 

521 

407 

Tungsten 

22 

113 

134 

65 

Saltpetre . . 

75 

72 

53 

73 

Chromite . . 

57. 

63 

64 

23 

Nickel Speiss . . 

. .« 


54 

50 

Ilmenite • . 



33 

42 

Jadeite 

•- 

•• 

16 

26 


21,889 

22,329 

I9;750 

17,740 
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If any other civilized country of the world, — 
Want of Germany, England, Japan or even 

adaptibiiity— Soviet Russia — were proud possessor 

cause of ruin of r i * i t i* • 

Indian Indus- ot the ricli resoufces as India is 

naturally blessed with, they could 
make their country economically the richest*country 
of the world — a proud position which India held 
some two centuries back — when its ships, loaded 
with Indian goods and manufactured wares, sailed 
far and near ; when its silk and cotton fabrics, such 
as muslin^ were the. wonders of the world. But 
alas ! the want of adaptibiiity of the Indian 
merchants and craftsmen to the modern appliances 
which followed the invention of the steam 
power in England sounded a death-knell to the 
Indian industries. Its sailing vessels of wooden 
craft were replaced by modern steam-ship of 
steel — its products of silk and cotton fabrics in 
looms of woods were replaced by mass production 
of iron looms driven by power. In the early 
fiftees when cotton trade was almost out of the 
hands ^f the Indians and when India was not an 
exporter but importer of cotton goods, the more 
adventurous Bombay Aierchants started cotton 
mills and introduced the modem appliances 
driven by steam power. Since then, cotton mill 
industry js thriving in the country though it 
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passed through a chequered career in the 
beginning. 

Again though the use of steel and products 
from iron ores, the rich deposit ' of 
tapped iron ores, which can be found in several parts 
of India, were known to the Indians 
from time immemorial — India till 1911 was im* 
porting heavily all the steel and iron products 
from foreign countries, because the process for 
manufacturing steel and pig iron from iron ores 
was a very crude one and could not stand in 
competition with foreign steel which was manufac- 
tured from up to date methods quite unknown to 
the Indians. Historian of steel industry in India 
will give all the credit of success in steel industry 
in India to the illustrious Bombay merchant Late 
Sir Jamshedji Tata, whose business acumen and 
genius foresaw a vasj possibility of steel industry 
in India. He made a thorough inquiry of steel 
industry in England, went over to America and 
saw that the manufacture of steel ' from pig iron 
through Bessemer process was the only way of 
getting the manufactured,' steel at a very cheap 
rate and wanted to start a factory in India to 
produce steel on Bessemer process in order to 
s4n(f , foreign competition. Long and arduous 
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was the search for the real type of iron ores. 
Though India was abound with rich deposit of 
iron ores where more than 62 p.c. of iron can 
be found from ores, it was the selection of site 
foi* factory that troubled the prospecting party. 
It must be contiguous to coal fields where coal, 
from which coke ‘is produced, can be had at a 
cheaper rate. At last at a huge prospecting cost 
of several lakhs of rupees, Sakchi, the present 
site of the factory, was selected. Now the 
Tata’s iron and steel are flooding the Indian 
market and its pig iron has got a good demand 
in Japan and England. Sakchi, which was once 
a deep forest and full of denizens namely wild 
animals till 1907, is now supporting over one lac 
souls in the Tata factory and its subsidiary 
concerns. India still imports machinery, millwork, 
metal and ores to the extent of about 40 crores a 
year. But where is a secoijd Tata to tap its 
rich deposit of iron and other mineral ores for 
the above purpose and stop the drain of the 
huge Capital? 

Now, look at the ot^er side of the picture — a 
Criminal neglect darker picture, a more abject failure 
Sdustriesby "c^er been witnessed. Bengal 

Bengaiies. small part of Assam and|Behar 
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owns the monopoly of jute trade of the world 
which yields annually (excepting the figure of last 
two years) 80 crores to 96 crores of rupees from 
raw and manufactured products. From a very 
ancient time Bengal was producing gunny or chat 
by hand loom, which after meeting the demands of 
the Indian market, exported to’ foreign countries. 
From the figures of the year (1850-51) we find the 
value of export of the gunny from hand looms, was 
£215,978 when the export of the raw jute of 
Dandee mills was £197,071. Till 1855 there was 
no manufacture of gunny by the application of 
European machinery. 

In the year 1855 while the educated community 

First Kngiish Bengal was busily engaged in 

Jute mill in rellgious renaissance and social 

Bengal, . , . 

progressive movement as started by 
Maharshi Devendra Nath Tagore and Keshob 
Chandra Sen, it was to the credit of a Englishman 
Mr. George Auckland, a coffee planter of Ceylon, 
that the first jute mill under the tiame of*‘ Ishra 
Yarn Mill Company ” was started with European 
machinery at Serampore oh the side of the Ganges. 
Since then one after another jute mill under 
European management sprang up in and round 
Calcutta. While in the beginning of thjs century 
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Sir Surendranath and his colleagues were 
thundering with their oratory for political advance 
of the country, while the landed aristocracy 
with a few honourable exception of Bengal, was 
degply immersed in luxury and litigation and 
hoarding the surplus in gilt-edged securifies, and 
while the educated community of Bengal was 
attracted to law, medicine and service, the European 
merchants were producing tons of gold in the shape 
of gunny from the jute mills. A more callous in- 
difference and criminal negligence was never shewn 
by any intelligent people to the key industry of their 
own country ; and as such they have left a legacy 
of poverty and unemployment for the young Bengal. 

The history of jute mills is not repeated 
fully in the tea industry of Bengal 

Tea Inrlubtry m \ / T 

Bengal and and Assam, where out ot the capital 
expenditure of about 44 crores of 
rupees, European capital and European managed 
gardens form about 90 p.c. of the capital and 
about the same.per cent of acreage under tea in 
proportion to the Indian capital and gardens. In 
tea business at least Bengal has realised that there 
is no dearth of capital in i business 4f it is conducted 
on SQun^ lines and a ready response from the public 
is always available in such business ^ 
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Now reverting to the question of converting 
Exportable the exportable raw produce into 
converskTrUiUo finished goods, we find the following 
finished goods. gQods which Can be converted into 

finished articles thereby giving occupation • to 
millions unemployed. We take the figure from the 
table of export for the year .1925-26. In some 
years the figure shows a decrease in export, specially 
in the last two years : — 




Crores of 



Rupees, 

1 . Raw jute 


37 

2. Cotton and cotlon-waste 


96 

3, Hideb and skins (raw) 


7 

,, (Tanned) 


7 

4. Metal and ores 


7 

5. Oil seed 


18 

6. Miscellaneous 


6 


178 

So, roughly speaking, articles worth about 
Rs. 178 crores and giving margin for bad year, raw 
and semi-raw produce to the value ofRs, 150 crores 
can be converted into finished products, *an<J if 
® Ten Year Plan is chalked out for the conversion 
of raw produce into finished goods, India can boast 
of an export trade, at the end of ten years df nearly 
double the present figure. 
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But no country can command an export trade 
Shipping on an extensive scale unless it 

iTtfcTe^entuT possesses the requisite number of 
to export trade, mercantile marine. It is the tranS" 

poi^ facilities that play one of the most 
important parts in competing with the ’foreign 
manufacturers and \vithout them no nation on the 
face of the earth can make any headway in its export 
trade. As an illustration, the case of Soviet Russia 
can be cited. As the result of the wonderful Five 
Year Plan, Soviet Russia is importing and exporting 
big quantities of agricultural produce and manu- 
factured goods ; though it was not possible for her 
within such a short period to build or purchase 
requisite number of ships, she has chartered a good 
number of foreign ships at a rock bottom price to 
facilitate her trade ; in the meantime they have 
launched a big ship building industry under the 
.Five Year Plan. Again, what a wonderful part 
these transport facilities play in export trade is 
vividly illustrated in the case of Japan. Japan is 
one of (he greatest importers of Indian raw cotton. 
No\C let us take the case of 1924 to 1925. In that 
year Japan imported about 46 crore rupees worth 
raw cottqp from India. In additiSn, Japan pur- 
chases raw cotton from Canada, Egypt and America ; 
so also England who has to depend on foreign 
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countries for raw cotton. Under the circumstances 
it is natural to expect that the piece-goods turned 
out of Indian mills will compete favourably with the 
Japanese and English piece-goods in India, China, 
Africa and other countries in the East. But Indian 
piece-goods are daily being ousted from those 
countries by the cheap Japanese and English goods. It 
is no doubt a wonder how Japan, after paying freight, 
insurance and duty on the cotton and cotton goods 
on both ways to and from India, can sell finished 
piece-goods even in India cheaper than the goods 
of the Indian cotton mills at a time when the value 
of the yen was normal in relation to rupee which 
necessitated the Legislative .Assembly to pass the 
Cotton-yam Bill to safeguard the Indian cotton 
mills from Japanese competition, and on the 
fall of the value of yen in relation to rupee, the 
passing of an Anti- Dumping Bill against Japanese 
competition was felt a necessity. If we look 
closely into the matter, we will find that it is the 
transport facilities enjoyed by the Japanese cotton 
industry that go a great way to cheapen thf cotton 
goods of the Japanese mills in the Indian maiket. 

The necessity for a iktlonal mercantile marine 
National mer- is keenly felt by the Indian exporting 
houses as will be shewn by the 
8ity.« evidence of Lal^ Harkishan Lai 
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before the Indian Fiscal Commission. He stated 
“ that the present foreign steam-ship companies 
gave preferential treatment to foreign exporting 
houses as against the Indians engaged in that line, 
with the result that it was impossible for the 
Indians to take part in very profitable business.** 
Even in India the success of the British and Japanese 
cotton goods can primarily be ascribed to the faci- 
lities afforded by the shipping companies to the 
exporting houses of their respective nationals. 

It has been estimated that to carry on the 
present export and import trade (excepting the 
figures of last two years) India would be requiring 
about 800 mercantile marine of an average dead 
weight of 8,000 tons, and with the Increased output 
India would require atleast 2000 ships of 8000 tons. 

The present gross earning of the foreign 

Huge shipping Companies by way of freight 

income on on Indian export and import trade is 

ludian trade. 

about 54 crores of rupees inclusive 
of coastal tradet and in shape of passenger fare 
aboilt 3 crores — so the total income of the shipping 
companies is about 57 crores of rupees in normal 
years, ai^d the shipping 'income will be two and 
half times more at the end of Ten Year Plan — i.c» 
about 1 42 crores of Rupees. 

2 
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So not only for the very existence of export 
trade on a bigger scale that India requires a 
mercantile fleet but the shipping industry itself is 
indeed a very paying industry, where India can 
employ about one lac and half of its unemployed 
on a very decent pay, as all the civilized nations 
of the world are doing. 

Along with the advance of shipping business, 

„ . ^ ship building industry also will grow 

Stnp bmldmg . , t,, .... ,7 

Industry— its jn India. 1 he principal ingredients 

^ in building a ship are steel plate, 

wood and labour — which India can supply more 
cheaply than most of the other nations engaged 
in ship building only. Ship building industry 
in India will necessitate the opening of big steel 
factories like Tata’s — in and around the area where 
there is rich deposit of iron ores. So shipping 
business will be followed by ship building industry, 
which again will be followed by more steel 
factories — the three can find employment to more 
than million young Indians, ^s a necessary 
adjunct to the above, subsidiary industries *and 
businesses, such as insura^ice (marine, fire, accident 
and life), steel and iron industry of different kinds* 
will grow, employing a good number of unem- 
ployed young« men. 
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Agricultural Wealth of India. 

India is essentially an agricultural country, 
and development of agricultural produce with good 
price for the same means an economic uplift directly 
or indirectly of 87 p.c. of its population, ^s soon 
as the price of agricultural produce goes up the 
purchasing power of the people increases resulting 
in an increase of import, as the price goes down the 
purchasing power diminishes and consequently there 
is less import. Agriculture is the life and soul of at 
least 30 crores of people. That this important sub- 
ject is dealt with in a most haphazard way by the 
Agriculture Department is a well known fact. For 
example, India from time immemorial was never an 
importer of agricultural produce. She was all along 
producing sugar in sufficient quantity to meet her 
demands and export the excess amount, but now 
•India is importing sugar yearly from Java and even 
from Russia. In 1925 and 1926*she imported sugar 
worth 21 crores of rupees from foreign countries. 
She ha^ got vastdield for producing sugar-cane and 
date-trees for sugar. But there is no organisation to 
utilise them for producing«sugar to satisfy the yearly 
demand qf India and to stop the irriI>ort of foreign 
sugari But after the recent imposition of tariff 
duty on sugar — some sugar factories have been 
started — more sugar factories are in contemplation 
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in India and so that India may be self-contained 
in sugar, which takes away on average over Rs. 20 
crores from India, in course of the next few years. 


Cultivated 


The agricultural wealth of India stands second 
. , to America. The actual area under 


lands in India — 
the value of 
agricultural 


cultivation in India is over 22 crore 
acres, whereas in United States of 


produce. 


America it is oVer 52 crore acres. 


India has got a vast area of uncultivated but cultur- 
able lands of over 13 crore acres, and besides 
current fallow lands of over 4 crore acres, it has 
got lands not available for cultivation of over 
15 crore acres. The value of annual agricultural 
produce in United States of America consisting of 
10 crores population is over 6,400 crores of rupees 
as per census report of 1921, whereas in India 
consisting of 35 crores population it is less than 
UOOO crores, the exact figure of which can nowhere 
be found. India does not lack in intelligent labour 
to bring this vast uncultivated but ciilturable lands 
under cultivation and can command, like America, 
an agricultural produce of twice or three times of 
its present value. 


A very pertinent qu^tion arises that in some of 
Artificial the years the value of the agricultural 

unation m the , . 

prices— no produce goes down so abnormally 

oim^ion. want, of demand frorii the foreign 
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countries that it scarcely leaves to the agriculturist 
a margin of profit over the actual cost of 
production ; under the circumstances a further 
increase of agricultural produces will mean further 
r^uction of prices so much so that even the 
cost of production will not be available find this 
will re-act adversely on the agricultural produce. 
For example, tea is an agricultural produce — the 
demands from foreign countries have gone down so 
much so that most of the gardens are not getting 
even the bare cost of production — a. thing which has 
necessitated a curtailment in production. So a fur- 
ther increase in production will mean a death blow 
to the tea industry. The question of supply being 
more than the demand means fall in prices. This 
argument holds good for all time to come and we 
doubt, if any attempt to fix an artificial higher 
price for goods will be ever successful. 

Now so long as there will* be no regeneration of 
Industrial Indian industrial activities, the above 

development argument will hold good against 

•connotjs larger ° . . i • i 

coasump- any further increase in the agricul- 
tural produce of India save and 
except sugar. But the moment I^dia will embaiic 
on an Extensive industrial development scheme, 
India, with 35 crores of population, i.e. about 
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one-fifth of the world population, will be i equiring 
more and more of its agricultural produce for local 
consumption with fair price for the same. In any 
part of the world, which is both industrial and 
agricultural country, such as in America, France 
and other countries the value of its agricultural 
produce does not suffer in prices as it does in India, 
which is primarily an agricultural country. Besides 
the vast population of India will consume more 
of the Indian agricultural produce with the increase 
in the purchasing power of the people through 
industrial development. As an illustration we 
can cite the case of monthly sale of tea at Jamshed- 
pur, where the Tata Iron Factory and other 
subsidiary industries are located. The tea sale 
for that particular area consisting about one lac 
population is more than the sale of tea in any three 
districts of Bengal or Behar, consisting of more 
than 45 lac population and in industrial India, 
tea will have better price and more consumption 
thm at present. So it can be said of jute and 
other agricultural produce. Gunny, is principally 
used for agricultural produce. With the growlh 
of agricultural produce .and industrial goods, 
India s present consumptibn of gunny which is 
estimated at the yearly figure of 8 crores, will 
increase propoiftionately. 
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The additional cause of increase in the price 
of agricultural produce lies in the fact that in a 
country where the earning capacity of a labourer in 
Industrial concerns is increased, the producer 
of> agricultural products necessarily dictates higher 
prices for his goods. The price of agricultural 
produce in America and France which are both 
industrial and agricultural countries will illustrate 
the above point. 

Labour Wealth of India. 

India has got plethora of labour, we mean the 
educated and half-educated middle class, the brain 
of India. These sons of India — highly intelligent, 
sober, dutiful — who can be the pride of any nation of 
the world, present a picture of poverty and dis- 
appointment. After leaving the school or finishing 
their college career they are roaming about from 
door to door for employment. The Bar, Medicine 
and Engineering lines are over-crowded and Govern- 
ment departments can scarcely accommodate such a 
big ayny of unemployed. Where intelligence i» 
retjbired and where equal facilities are given, Indian 
youths are marching side by side with Europeans 
and in ^ome professions* they are* excelling them. 
Indian youths have scarcely got any opportunity 
in European concerns to show their merit* But 
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in Tata’s steel factory hundreds of young Indians 
are doing excellently well in the electrical and 
mechanical engineering lines and they are earning 
a decent income therefrom. The interested story 
that the educated community are adverse > to 
manual labour is falsified if the history of workings 
of Tata’s steel factory is read. In tea and coal 
industry also almost all the managers of Indian 
tea and coal concerns are Indians and they 
are doing as best as any European Manager. So 
also in Indian managed cotton mills and silk 
factories. In the Indian Banking and Insurance 
institutions, the chief executive in all the companies 
except in one are Indian. So it is expected that the 
Indian youths will acquit themselves honourably 
if they get an opportunity to show their merit in 
any business or industrial concern. 

The author has the experience of a match 
In a match factory, where a few hundred cul- 
Sj&g tured young men of middle class 

experience. were employed as. workers on 

German match machines, which were' most 
complicated machineries. There were no coolies 
in the factory. These young men, fresh from their 
•chools or colleges, acquired in an increditably 
short timet knowledge of handling those 
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complicated machines and ungrudgingly worked 
day and night for the success of the factory. The 
meinagcr of the factory who worked with Japanese 
and German labourers in those two countries 
had a very high opinion of the capacity of the boys, 
and often r<.marked that in his experience those 
Bengalee young men were more intelligent in 
grasping the intricacies of the machineries than the 
Japanese or German machinemen. A counsel of 
the Calcutta High Court who happened to visit the 
factory addressed a letter to Lord Reading, the 
then Viceroy of India, depicting the works of those 
youngmen in the following lines — “ These young 
men in boy-scout dress and nobody to boss over 
them did exceedingly well and here lies the chance 
of a solution of the middle class unemployment.” 

In India a sum of about 286 crores of rupees 

• Middle class employed by the joint-stock com- 

youth— avenues panies mostly in* big factories, coal 
of employment. . . 

mines and tea gardens ; except some 
tea gardens, cojl mines, cotton mills and Tata’s 
steel factories, the big factories are managed by 
Europeans. About 15 laj labourers are employed 
in them. They are recruited from the agriculturists 
«nd ordinary labourer classes in India. They are 
generally known as uneducated class* But uptili 
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now save and except in Tata’s steel factory no 
attraction has ever been held out for the educated 
young men of the middle class. No doubt they 
have got their own susceptibilities. They can be 
attracted to any hind of manual works provided 
they have prospects before them. Given equal chance 
they will prosper as any European in the same field. 
Previously Tata’s steel factory engaged a big number 
of Europeans and Americans oii high salaries ; now» 
they are being replaced by Indians on a much 
smaller pay, without any loss of efficiency. 
So if jute mills be started in jute centres of 
Bengal — the entire labour can be recruited fronv 
the educated middle class, provided they have got 
future prospects. So in the shipping trade — the 
whole shipping trade can be manned by sea-men 
from the educated communities. Likewise in 
ship building and other trade there will be no 
dearth of educated men to work in those fields. 
We have shewn in the subsequent chapters that 
new jute mills alone can find employment for 
about 3 lacs educated young men with, decent 
prospects and in other trades in course of few years 
time, about 10 million educated young men can find 
employment. The question of unemployment of 
the middle class young men is a big problem of 
to-duy, and bfgger problem of to-morrow. So the 
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problem should be tackled in a proper way. It is a 
problem not (or this or that political party, not of 
the Congress alone, but it is the problem which 
can only be tackled if both the people and Govern- 
ment join hands. If the Government take the 
matter seriously and in right earnest, and if they 
give their unstinted support to the Ten Year Plan 
as a means of solution of not only the unemploy- 
ment problem, but as a means of increase of its 
revenues, then and then only there is a chance of the 
problem being solved. The grim determination of 
the people coupled with full support from the 
Government can bring in a period of renaissance 
of Indian industrial activities and solvency te its 
Government. 



CHAPTER n. 

GOLD KING AND SILVER QUEEN. 


After the close of the Barter system. Gold 
King "and Silver Queen reigned jointly in the 
world market and served the purpose of currency 
and exchange either in internal or in international 
market. Goods and commodities were exchanged 
and their values were taken either in gold or in 
silver, because gold and silver answered the two 
requisite descriptions of the metal money, first 
being durable, secondly their output being limited. 


From time immemorial India enjoyed trade 

India drained relations with Europe and her 
gold from neighbouring countries through land 
and sa, route,. Imperial Gazetter 
of India says : “ About the commencement of 
seventh century B.C. traffic by sea sprang up 
between the Persian Gulf and India and even 


China. It has generally been held that the traffic 
by sea was much older. An anonymous Vriter of 
the first century A.D. has described the 
trade in som# detail aand from his work we 
learn that India exported spices, preci6us stones, 
larjie quantifies of muslin and other cotton goods. 
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In return India took gold, silver, brass or copper^ 
tin, lead, coral and cloth. The value of this trade 
must have been considerable for Pliny complains 
that the annual drain of species from Europe ta 
India was never less than 55,000,000 Sejterses 
(£458,000).” 

How India, sponge-like, drew gold and silver 
from foreign market is again stated by the Imperial 
Gazetter in another place : ” The steady and long- 
continued absorption of the precious metals by 
India has already been referred to. It was indeed 
the fear of this drain of gold and silver which 
led the Spanish King, after their acquisition of 
Portugal, to neglect the Indian trade in favour of 
that with America. Attacks were frequently made 
on the English East India Company on the ground 
that the export of gold and silver was impoverishing 
the home country.” 

The continuous absorption and accumulation 
India’s gold of gold and silver and other precious 
stock depleted, several centuries from 

foreigrr countries made the position of India as 
hoarder of precious metals unique and perhaps 
we may, say, without contradictibn, second to 
none.' At present America has absorbed more 
than half of the world-gold. Consider the position 
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of India in those early days ! In the world market, 
her wealth was aptly described as “ Fabulous 
wealth of Ind.” This enviable position India 
enjoyed down to the period of Moghul Emperor 
when Asarfi, i.e. Badshahi gold coin, was mortf in 
use than silver. History records the fact how the 
gold hoardings of a Moghul Emperor were counted 
by weighing in maunds for several days together. 
Then came the East India Company whose servants 
relieved India of a considerable portion of its gold 
hoardings. On abolition of the rule and monopoly 
of trade by East India Company and one assump- 
tion of the rule of India by the English Crown, 
English merchants poured in, took in a very big 
portion of India’s gold through import of British 
goods or goods of foreign origin, imported by 
them in India. The centuries old hoardings of 
the gold stock of India were so much depleted 
by the action o^ the servants of East Indiai 
Company and by the British merchants, that in 
the early part of the last century gold coin of 
British India, known as gold mofiar, of the same 
weight and fineness of silver rupee, ceased to 
circulate and silver was ipade the universal money 
in India and silver was made the Crown Queen 
of the Currency of India. History records the 
annexation policy of Lord Dalhousie^ buj this 
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annexation of kingdom of gold, perpetuates a 
■currency system for more than a century which is 
always to the disadvantage of India specially 
with her import trade with England, and forms 
the*bone of contention in the currency system of 
India. 

Thereafter in the early nlnetees as well as in 
the beginning of the present century several futile 
attempts have been made by G)mmissions after 
Commissions to reinstate gold to his old guddu 
but though the India Government was in favour 
of it — the Home Government was dead against 
any such proposal. Lastly we had the Royal 
Currency Commission — on the strength of whose 
report the value of Indian rupee was arbitrarily 
fixed at Is. 6d., which affords nearly 12^ p.c. 
concession to the British Import in India. To 
crown all, when England went off gold standard, 
the rupee was linked to sterling at the above 
rate. 

History of the Rupee Exchange. 

“The course of the rupee exchange was 

Lord Herscheii’s formerly dstermined by the gold 
Commission. prJce of the silver Contents of the 

rupee.- So long the bullion values of silver and 
sold stood undisturbed, no difficulty * was fell* in 
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maintaining the rupee exchange steady. But with 
the demonetisation of silver in Germany and Latin 
Union coupled with the over-production of silver, 
the price of silver depreciated much and the rupee 
excharrge underwent a violent fall. A Committee 
presided over by Lord Herschell sat to investigate 
upon the monetary situation. Following its 
recommendations, a notification was issued on 
June, 26, 1 893, by which Government undertook to 
give rupees in exchange for gold (7.53.344 grains of 
fine gold per rupee, i.e. at the rate of £1 : 
Rs. 15). This is the first bieak of the exchange 
value of the rupee from the market value of the 
silver. It was also contemplated to open fhc mints 
to the free coinage of gold when suilabic opportu- 
nity presented itself. 

On certain proposals made by the Government 
Fowler’s of India for the establishment of 

Commission. standard in India, another 

Committee presided over by Sir Henry Fowler 
was appointed in 1898 to recommend on the Indian 
financial conditions. The Committee recomihended 
that the Indian mints should continue closed to 
the unrestricted coinage of silver and should be 
opened to the unrestricted coinage of gold ; the 
sovereign should be made l^gal tender and 
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current coin ; the ratio between the sovereign and 
the rupee should be £1 : Rs. 15, or Re. I : Is 4d ; 
the profit of the coinage of rupees should be 
held in gold as a special reserve. The Committee 
thus contemplated the introduction of the gold 
standard and gold currency in India but’ since 
1899 the Government of India drifted into a 
monetary standard which has been called the 
Gold-Exchange Standard ” owing mainly to the 
opposition of the British Treasury, and India had 
to be satisfied with rupee which was nothing more 
or less than a silver note for lsi4d. gold. 


A Royal Commission cn Indian Currency 
Chamberlain and Exchange, now known as 
and Eeverse ^ Chemterlain iCcmm.issicn, was ap- 

Coencils. ,9|3 of 

the Committee went to support the measures 
adopted by the Government for maintaining the 
exchange value of the rupee. Amicng the minor 
alterations pioposed were the prempt selling of 
Reverse Councils and the abolition of the silver 
branch of the Gold Standard Reserve. 


The Great War had a serious repercussion 

abington- prica level and the Indian 

Smiui Com- • Exchange. In view of shortage of 
silver an Ordinance was promulgated 


3 
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on June, 29, 1917, requiring all gold imported into 
India to be sold to Government at a price based 
on tke sterling exchange value of the Indian rupee. 
The gold thus acquired was put to the Rupee 
Currency Reserve as a backing for the issue of 
additional notes. A branch of the Royal h^nt was 
opened in Bombay in August, 1918 ; where 
21,10,000 gold mohurs and 12,95,000 sovereigns 
were coined. Another Royal Commission, known 
as Babington-Smith Commission, was appointed 
on May 30, 1919. It was decided to link the 
rupee with the gold soveteign at the rate of 
Rs. 10 to I sovereign, i.e. I rupee for 11.30.016 
grains of gold. This was brought into effect as 
from February 2, 1920, and sovereigns were 
declared legal tender at the rate of Rs. 10 each. 
Various changes were instituted in the Paper 
Currency Act and it also laid down the ratio for 
the issue of currency notes against sovereigns and 
half-sovereigns at the rate fixed. 

This history of the Indian currency subsequent 
Sale of Reverse to the adoption of the Babin,gton- 
CouncUs. Smith Committee Report proved 
disastrous to , India, ’the post-war boom came 
suddenly to a close. The exchange could not 
be maintained at 2s. gold, which at that 
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time meant nearly 3s. sterling. The advantage 
was taken of the high exchange by the European 
community to remit to England the great profits 
which it had made during the War. When the 
attempt to hold the exchange at 2s. gold failed, 
efforts were made to hold it at 2s. sterling ; but 
these also failed. During the whole of this period 
Reverse Qkunciis to the extent of £55.532 millions 
were sold. All attempts to hold the exchange 
at any rate were then abandoned. 

A new history opened with the resumption 
Royal Commis- of Sterling with gold. This was in 
June, 1925. A Commission presided 
over by Rt. Hon. Hilton Young was appointed 
in August, 1925. The Commission reported in 
July, 1926, recommending by a majority stabilisa- 
tion at Is. 6d. Uiis came to be known as Gold 
Exchange Standard. The Currency Act of 1927 
came into force on April 1, li927, and was based 
on the recommendations of the Commission. The 
Act among others demonetised in India the British 
sovereign and Tialf-sovereign and provided that 
such coins should be received at any Government 
Treasury at the Bullion value ^f such coins 
calculated at the rate of 8,47,512 grains of fine 
gold per rupee. 
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Events took a new turn with the suspension 
Rupee Imkod on September 21, 1931, of the 
to sterling. operation of the Gold Standard Act 

of 1925 which required the Bank of England to 
sell gol<j at a fixed price. The finance member, 
acting on his first impulse and in the best interests 
of India decided by an Ordinance to sever the 
rupee from the sterling but he was over-iuled. 
The rupee has now been linked to Is. 6d. sterling 
as opposed to gold and the'^new system is known 
as Sterling Exchange Standard.” Industrial Year 
Book 1933. 

The prosperity of advanced nations is measured 
by the stock of gold it holds ; because gold is 
the background of the currency of almost all 
the nationals. Any depletion in gold stock is 
synonymous with the decreasing purchasing power 
of the nation. The war has dethroned many kings, 
and its aftermath has dethroned gold from the 
currencies of several countries. 

The Gold Rush. 

In most of the advanced countries, the ' silver 
queen was divorced from J^old king who was ruling 
the currencies of those countries for about ISf^ 
years, the silver being relegated to a position of a 
maid servant in a household sqlely 'confined to 
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internal currency of small value. The silver was 
thus demonetised. Then began the mad rush for 
gold. Every advanced country tried to increase 
its export trade so that it can get more gold from 
other countries. The stock of gold in the world 
about 150 years ago was limited. South African 
gold mine was not explored, nor were South 
Indian gold mines and gold mines in other parts 
of the world opened. The gold countries 
of the world found it very difficult to carry on, 
except with the help of some sort of inflation, and 
they introduced paper money, which we in India 
call G. C. Notes and which are convertible only 
in silver from the currency. The currency notes 
of the gold countries are convertible in gold coins. 
So though currency notes were requisitioned to 
help the gold king — silver queen was never asked 
to be his partner. The Bank of England, which 
was the monetary centre of the world for over 150 
years, was a staunch advocate of the yellow metal. 
But the war supervened. Its stock of gold was 
considerably depleted. It was found out after the 
war fhat though England had won the war it had 
lost its stock of gold. ‘United States of America 
is the real winner in thefwar in’the sense that more 
than half of the world s stock of gold has fled to 
America.. 'The jjosltion of France* is second and 
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England is relegated to the third position in respect 
of stock of gold. Germany replenished the stock 
of gold exhausted in the war by drawing a big 
quantity of gold from the world market after war 
by reducing the value of its mark by a questionable 
method. The huge stock of American gold caused 
inflation in their money market. As a result there 
was rabid speculation in shares which caused 
failures of over 2000 Banks in ‘ two years* time, 
and with them million business houses and 
individuals were adversely affected. The internal 
position of American financial market is like an 
ordinary man getting ill after taking too much 
which he cannot digest. England’s export trade 
suffered after the war, its unemployment increased 
to such a big proportion that it had got to spend 
yearly by way of unemployment doles to the extent 
of over 40 million pounds, i.e. a sum nearly equal 
to 50 p.c. of the revenue of the India Government. 

The CauM of the World Depression. 

It is the effect of depletion of 'gold stock and 
its unequal distribution after the war that there 
is universal depression. ,^ngland, Germany and 
other foreign countries (except America and 
France) which used to purchase Indian goods 
Sttffei'ed for want of its former gold stbek-— hence 
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their purchasing power diminished; as a resuk 
there is low demand for Indian goods, and the 
price of the exportable commodities have touched 
the lowest level, and there is depression and 
stringency of the money market throughout India. 

How to Lift the World Depression and vrith h tlw 
Depression in India. 

The depression of the world trade, and along 
with it the Indian trade can be lifted if silver 
queen is taken in, as a partner of the gold king and 
silver is used in international market along with 
gold. We can clear our position by citing one 
illustration. Indian cotori which was previously 
used in Indian currency has long been demonitised. 
Suppose, a man having only Rs. 5 in his pocket 
wants to purchase goods to the value of Rs. iO. 
If he has got the credit he can purchase goods 
worth about Rs. 10 by payment of Rs. 5. If he 
has got no credit then his purchasing capacity 
will be limited to'Rs. 5 only. Now he has a good 
stock of cowrf. He learns that cowri has been 
re>m6netised and is now being used in currency. 
He will then purchase* his full needs partly by 
silver coin of Rs. 5 an3 partly* by amri. The 
needs of the world can be met as the needs 
of the above n^an by re>monetisin^ silver, ^vcr 
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along with gold can meet the usual demands of the 
nations, and their purchasing power would be 
increased in proportion to the quantities of gold 
and silver they hold in stock, and world trade will 
be rejqvinated. President Roosevelt has found 
out this panacea to lift the depression of the world 
market, and we find in America, there is sunshine 
in their financial market after the darkness of 
depression for the last years. The factories 
are again active, reduction of pay is cancelled and 
there is all round rises in the prices of commodities. 

The following are the reasons — why silver 
queen should be taken in, as partner of the gold 
Idi^, both in internal and international trade. 

First . — Since 1 50 years the yellow metal has 
been considered as the only metal that will serve the 
purpose of trade and other needs of the world po- 
pulation which 1 50 ^ears ago was not more than 
50 p.c., of the present world population. With 
the increase of the population and therewith the 
increase of the world trade and otheV needs of the 

J 

people, one single metal, i.e. gold, in spite of its 
present output from gold lAines cannot cater to the 
needs of the present increased population. It must 
be backed by another metal, and silver is the only 
metahwhich wfil serve the purposq;. Many people 
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advance the theory that by the increase of the stock 
of paper money, the present difficulties can be 
solved. But every Government knows that sooner 
or later their credit would be shaken by introduc- 
tion of more paper money. If gold cannot satisfy 
the demands of the present population of the world, 
the position would be' worse with increase of popula- 
tion in future. If the rate of world population 
increases yearly on an average by 2 p.c. the 
population of the world will be increased by about 
its double in 50 years’ time. The world stock of 
gold along with the yearly output from the present 
mines, will not be sufficient to meet the demands 
of over 300 crore souls. The present stock of 
world silver is about 15 times the stock of gold 
and its present output will be about 12 times that 
of gold, the yearly world output of gold from mines 
is 23,000,000 oz. while the yearly world output of 
silver from mines is 250,000,000 oz. So if silver 
is re-monetised, it can meet the increasing demands 
of the market wjth the increase of population at 
least , f 9 r few centuries to come. The more 
potential argument for India is that its hoarding of 
centuries old gold have baen greatly depleted but 
its silver hoardings have not appreciably been 
reduced. The demonetizing of silver has resulted 
in falljof the’pric^is of silver — ^the sto^ and aslets 
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of the Indian people. Instances are not rare 
where in the muffasil the agriculturists and labour 
classes are parting with their silver stock at ••/4/" 
(annas four) a tollah ; Silver, if re^monetised will 
rise in value. So the monetary condition of India 
will be easy — the silver stock of its people will get. 
its proper value — ^which they are denied to-^lay. 

Secondly . — ^The fear of some of the Banks 
of the gold countries specially of England and 
America, is that if silver is monitized it will cause 
heavy inflation. But what about currency notes and 
Government promissory notes (Government Loans)? 
Are they net inflation ? Currency notes are backed 
by bullion stock of gold in gold countries and by 
silver in silver countries, like India. But the 
promissory notes are not backed by any bullion, 
still they are considered as good assets as per their 
market value. In India the rupee and sterling 
loans of the Government are more than 1,212 crores 
of rupees. The currency notes and the Government 
promissory notes are much bigger in England and 
America. If they do not create inflation, ’ silver 
if monetised, will not caeate any inflation. 

I 

Thirdly . — There are some critics of bimetallism,, 
who believe that if silver is moneti^, it 
will, not be of much use in liftihg the world 
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depression. But tlwy have not as yet dived de^er 
in the question and have not calculated the 
tremendous influence silver can exert in the world 
trad^. The present world stock of silver will be 
about 15 times the stock of gold, and the present 
output of silver from mines of the world is about 
12 times the output of gold. So if the value of 
silver is calculated at 1/15 of the value of the gold» 
the present abnormal rise in value of gold or fall in 
prices of silver should not be taken into account,, 
the present stock of gold will be backed by silver 
and the combined value will be double the v^ue 
of the present stock of gold. Hence they can 
support double the present world trade and if the 
population of the world increases by double in 
some future date, gold and silver being combined 
can cater for the increased population. 

Fourthly . — The greatest opposition against 
bimetallism comes from England. Fortunately 
or unfortunately England holds larger stock of 
the share of the gold mines of the world. If silver 
is monetised, the value of the gold will depreciate. 
Hence England is against bsmetallisng. Again the 
biggest stock of silver can be found in India, 
China and United States of America. , If silver ia 
monetised, the above three countries will reap^^e 
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greatest benefit. But the fear of depreciation of 
gold value will affect America more than any other 
nation, inasmuch as America holds more than half 
of the world’s gold. Still unlike England, America 
is for bimetallism as that is the only way to revive 
the world trade. 

The conservatism of the Bank of England and 
Gold mama of Other allied English banks for the 
Sd ott!ei‘'aii“d yellow metal has partially led to the 
English Banks vvorld depression. England is facing 

a big army of unemployed, and its export trade, 
since the war, has gone down like anything. If 
England or other gold countries persist in their 
old views there will be more depression with the 
result that a time will come when even their much 
beloved gold will be demonetised and gold will 
then be used only in ornaments and works of arts 
as silver is at present. 

THOSE BUSY BODIES. 

Gold Maniacs ” who have brought about Ruin. 

A violent attack on the “gold maniacs’* has 
Been made by Sir Henry Deterding, the oil magnate, 
in his foreword to the book “Facts and Figures 
about the Crisis’’ by H. Dunlop. 

Sir Henry contends that finance since the war 
Bis been in the hands of a, “few . shortsighted 
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theorists who are ashamed to admit that they have- 
been in the wrong” and says that “their lack of 
moral courage is the chief cause of the present 
perplexities in the world. The gold affliction, 
(that^ poisonous conviction whereby the gold 
maniacs are ruining trade, particularly international 
trade) is based on an absence of fairness by main- 
taining that debts contracted in gold some years 
ago should be repaid by twice the original quantity 
of goods. Thus gold protects the creditor but 
luins the debtor involving both finally in a common 
catastrophe.” 

Sir Henry claims that excessive tariffs in the 
past few years have been due to the destruction, 
of the value of silver and thus of the purchasing 
power of some nine hundred million people. He 
says that he is convinced that “gold monometalism 
stands condemned by brutal facts” and advocates 
a universal gold standard. “The gold maniacs 
admit that there is not enough gold to go round. 
Yet they refuse tq lealise that as soon as normal 
conditions are restored in such large countries 
as China, Russia and South America, the already 
existing gold scarcity is bdlind to become worse. 
Yet, in order to bolster up the gold mentality 
they either refuse to discuss silver on its meQts. 
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or aprcod misleading infc«inatioiv on ptoduetion 
and consumption of the white metal.’* 

He adds that there can be no such thing as 
over-production while hundreds of millions of 
people all over the world, especially in Asia, and 
Russia, are practically destitute and asks ; “Are 
these people to starve in order to please the vanity 
of our gold fanatics and economic wiseacres 
who have nothing to their credit but who are 
responsible for universal distress amid universal 
abundance ?*’ 

Again, as to the poor stock of her silver, England 
need not be much afraid. They are trying by 
artihcial means to put higher value to rupee in 
connection with English sterling in order to facili- 
tate its export trade with India, where the English 
manufactures are getting about 12^ p.c. concession 
over the Indian manufacturers. The raising of more 
value of silver by monetisations with reference 
to sterling will Ije more beneficial to English 
merchants in their export trade with India. 

Further, the present poor stock of silvpr of 
England will be replenished in course of time 
with their tra^le with fndia and China. In 1710 
the stock of the Bank of England’s gold, which 
was at 10 million pounds was reduced to I million 
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pounds. i.e. a little over one crore of rupees. 
But consider the stupendous quantity of gold which 
the Bank of England and other English Banks 
held up to the period of war. Tliis huge stock 
of ffold England partly amassed through its trade 
and commerce and partly got in deposit from the 
foreigners. So if trade and commerce of the world 
flourish and if the value of silver goes up, it will 
mean more purchasing power of the Indian people 
which will mean more consumption of the British 
goods, as England is enjoying nearly 60 p.c. of the 
import trade of India, and the poor stock of its 
silver will be replenished in a very short time. 

So far as to our argument for the remarriage of 
the gold king with his former partner the silver 
queen, we mean bimetallism. 

But bimetallism itself will not be suflicient 
Symmetaiism— future world trade. Because the 
discovery of any* big gold or silver 
depression. mine in the world will create a 
disturbance in the world market. So an issue 
of the combination in certain proportion of 
gold king and silver queen can rule the world 
market for centuries to come. Professor Alfred 
Marshall used to call this issue by the name 
of symmetaiism ; recently the Wor{d Economic 
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Conference, which was held in England, proposed tO’ 
have one standard of currency for international 
market. Let that standard be composed not of 
gold alone or of silver alone but by a combination 
of gold and silver in certain proportions. If J:he 
combination is fixed at 15 parts of silver to one 
part of gold then the present sovereign, instead of 
being composed and measured by one-fourth of an 
ounce of gold, will be composed^of one-eighth of an 
ounce of gold and seven-eighth of silver. We 
have got so many names such as sovereign, dollar, 
mark, frank, etc., Let us christen the new 
combination with an international name. We like 
to call the new combination by the name of Touch- 
stone — because it will re-juvenate and electrify all 
our future trade and commerce, which are dying at 
present and will act as a real Touchstone to the 
world market for future generations. 

Result of World Economic Conference. 

i 

Tbat the World Elconomic Conference, silver 
agreement would prove to be one of the greatest 
stimulants to world trade which had yet developed, 
was the opinion expressed by Senator Pittman ta 
‘ Reuter * on t|je 14th July H33, 

With the half of the world not knowing any 
other coinage, the rise in the price of silver would' 
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consequently benefit them. The price of silver 
was exactly half of what it should be. The 
stabilization of its price would help China to pay 
off her debt and also assist her in many other ways. 

STEADYING INFLUENCE. 

Sir C. Mchfa on Silver Agreement. 

Sir Chunilal Mehta, intervidwed by the 
Associated Pre.ss, regarding the Agreement on the 
Silver question at the World Economic Conference, 
.said that it had a steadying effect on the silver 
market. The Government of India had secured 
the privilege of selling 35 million ounces of silver 
every year. However, those sales by the Govern- 
ment of India as well as Spain would not increase 
the supply as it used to be in previous years, as it 
had been agreed that an equal amount of silver 
would be purchased by the Governments of produ- 
cing countries viz., the United States of America 
and Canada. One great adv^tage is that the 
world now knows the exact policy of the different 
Governments as regards silver — (A. P.) 

,^s an explanation of the discourse under this 
chapter, we are to point out that unless the 
monetary and currency of a country are put on 
a sound basis, it is idle to expect a regene- 
ration of the economic condition oj^ its peo|^le. 

4 
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After the Franco Prussian War, the first thing 
that Germany did was to put her finance and 
monetary condition on a sound basis, which 
made it possible for the complete regeneration of 
the economic condition of its people. For ^ the 
industrialisation of the country, India would also 
require that her financial and monetary conditions 
should be put on a sound basis. The recent 
discussions on Devaluation of Rupee aim at 
putting the Indian currency on a more sound 
footing. 



CHAPTER III. 

FIVE YEAR PLAN OF SOVIET RUSSIA AND 
SITUATION IN INDIA. 

Since 1928 Soviet Russia is at War with 
the Capitalist Nations of the world — not with 
!:>ullet or machine gun but with a Five Year Plan 
far complete industrialisation and development 
of her agriculture through collectivism of farms. 
The whole department of the Government Planning 
Commission is already working upon a fifteen 
year plan to succeed the present Five Year Plan 
which will be over by October, 1 933. The chief 
aim of the Soviet Government is not merely 
“ overtake ” but “ outstrip the leading capitalist 
nations ” in a measurable time, say within 7 to 
12 years. The officers in the war are 13,00,000 
members of the communist party. The soldiers 
are the entire population consisting of 15 crores 
people about eq^ial to the combined populations 
of the three powerful states of Europe, namely 
England, France and Germany. The chief 
weapon is 64,000,000,000 mubles ofc eapital invest- 
ment. . The roubles being 2s. 1 is equal to 
Re. 1-8, the whole capital that would be inves^ted 
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comes to about ten thousand crores of rupees. 
The Five Year Plan has been launched with 
specific objectives, namely to Increase the produc- 
tion of oil, coal, steel, metal, machine, and to 
multiply at least by two the total output of all 
industry and Collectivise all farms. 


Since the creation of the world, history 
StJCCt'r'S ut ri\L' records big wars, big conquests, big 
cKaU' u,ii .lev expenditure on armaments, but it is 


n i1 iiiii i\ t 

C<t|otalt -t 
uaiuiii 


the first time that history records 
the grim determination of a whole 


nation consisting o! 15 crore souls who nland as 


one man to solve its vicononnc {.problem and a 
stupendous expenditure for complete development 
of mduslry and agriculture in Russia and that 
witinn a scheduled tunc — so that its 15 crores 


population can have better food and clotbing and 
more amusement. The success that the Five 


Year Plan has 'already achieved has produced 
a thrill of consternation amongst the leading 
capitalist nations. T he reason^ lie in the fact 
that not only the export trade of those, nations 
with Russia would su^er but Russia would be a 
strong comrftitltoi- in lliVi world’s market for disposal 
of its surplus goods. The additional cause of 
arpdety lies in the fact that it is possible to compete 




ONE OF THE TEXTILE MILLS OF SOVIET RUSSIA UNDER “FIVE YEAR PLAN 
IN WHICH 8000 WORKERS ARE EMPLOYED 
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with the Individual capitalist firm but not with the 
powerful capitalist State who can at any time 
dump its products in the world market even below 
the, cost price. A strong barrier in the shape 
of tariff wall can only protect their industries. 
But competition in the markets of the nations, 
not included in Ottawa pact, will be very keen 
and strong. The success of the Five Year Plan 
is a bolt from the blue to the leading nations of the 
world. After their discomfiture in the last 
Russo-Japanese War as well as in the last European 
War — backward Russia was placed in the category 
of third class nations. But out of the ashes of 
defeat sprang up a nation who is going to challenge 
the whole world with its industrial products. 
They are bent on superseding other industrial 
nations. They are going to utilise their huge 
untapped fields of iron ores, manganese, asbestos 
and oil mines as well as their yast productive soil 
for wheat, rye and tea. 

Boyiet Russia is always before time. They 
want to accomplish the big projects of Five Year 
Plan within 4 years anA import ,^11 the big 
machineries from the foreign countries as they 
are always apprehensive that the capitalist nations 
will (Jose upon them with choking grip that will 
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cut off the communist State from the resources 
of the “ Bourgeois ” world. It is a fear that 
approach a phobia. Not that the Soviet Govern- 
ment thinks that within five or four years it can 
completely industrialize the country, but believes 
that within that short period it will import 
sufficient machineries and tools of production 
to make it possible thereafter to go ahead and 
build a modern powerful industrial state even 
if Russia is cut off from the supplies of the outer 
world. 

Now let us see the achievements of the Five 
Year Plan. — 

1. Steel Factory at Magnetogorsk with the Largest 
Output in the World. 

It is vain to spot out Magnetogorsk in 
ordinary map — as Tatanagore in Bihar was prior 
to starting Tata’s «steel plant there. Uptll 1928 
there was no human being in Magnetogorsk. It 
lies on the bare desolate and forlorn Ural — steppe 
in Asia’s border. The mountain is three priiles 
long, two miles broad and 1000 feet high and from 
top to bottoirikij: is one solid mass of pure magnetic 
iron. It is estimated that it contains more than 
275,000,000 ^ons of 62 pc. pure magnetic iron 
ore. It is generally known as Magnet Moui^tain — 
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where no watch can accurately run and where 
compasses are set to twirling. 

The Magnetogorsk steel plant is very important 
„ , ^ in the sense that on production of 

Success of five . , , 1 I I "/ L 

year plan iron and Steel rests the whole turther 

depends upon , , r C • *. D • 

success of steel development or ooviet Kussia. 
Factories. plant and other steel industry 

will alone cost about 800,000,000 roubles that is 
nearly Rs. 1200,000,000 (one hundred twenty crores 
rupees). If Tatanagore steel factory is considered 
the biggest factory in Asia, Magnetogorsk steel 
factory will be biggest in the world. Gary, Ind. 
steel factory in Ameiica uptil now the biggest 
steel factory in the world manufactures 3400,000 
tons of steel annually. But Magnetogorsk plant 
was scheduled to produce 2,500,000 tons in 2nd 
year, 3,000,000 tons in the third year and would 
• be capable of expansion to a capacity of 4,000,000 
tons a year. Besides the above, there is another 
steel plant in Russia which produces 1 ,100,000 tons 
of steel a year. The greatest importance is attached 
to the success of its steel plant in Magnetogorsk and 
the other places. For tlfe success of the Five Year 
Plan entirely ' depends upon th^ success of its 
steel plant, Specially of Magnetogorsk. Five Year 
Plan is putting^ biggest factory in* the wovld for 
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production of motor car, lorry and tractor. 
Besides steel is urgently required for extension of 
railway line, construction of rolling stocks and 
locomotive for the Railways, for construction 
of heavy machines and tools of production that 
Soviet Russia is at present importing from foreign 
countries. Steel is also required for Ship building, 
which along with cheap Russian wood will be able 
to push on the Ship building industry at a com- 
petitive pi ice. Last not the least the agricultural 
tools and machineries as well as building materials 
will be made out of iron and steel produced from 
its factories. It has created the biggest agriculture 
firm in the world and has undertaken a big 
building operation to houce its entire population. 
The pay of the labourers at Magnetogorsk factory 
is on average five roubles a day, i.e. equal to seven 
and half rupees a day, and in some cases the expert 
labourers get seven to twelve roubles a day. The 
labour force at this big plant in the year 1931 
was 20,000 which will come to 30,000 in 1 933. The 
Me Kee Company, an American en'gineerlng firjn, 
has been entrusted with the construction of the 
biggest steel plant in the '^orld in five years time, 
whereas Gary steel plant took 12 years to complete. 
“ The first completed job set a record for speed. 
In approximately four months tjie Ur«l River 
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has been spanned with a dam three-quarters of a 
mile long, containing 40,000 cubic meter of 
ferro-concrete. Fifteen hundred men, working 
in 3,shifts of eight hours each, twenty-four hours 
a day, spurred on by piece work pay (which is 
condemned by Karl Marx as one of more devilish 
invention of capitalists), premiums and all sorts 
of propaganda, have built this dam, according to 
Jack Clark, the American engineer in charge, as 
speedily and as best as it could have been built 
anywhere in the world, 

“ Its construction was essential as a first 
step in order to supply industrial water for the 
plant. Its completion means that in the spring 
of 1932 the then rivulet of Ural will be replaced 
by a Lake eight miles long and a mile and half 
wide ” — says an American observer, Mr. Knicker- 
bocker. 

2. Motor Car Factory Under Five Year Plan is the 
Biggest in the World. 

Having secured the principal raw materials, 
we mean the steel, for motor car manufacture — 
Soviet Russia has purchas^ the pc|^nt right of 
Ford for produ^on of Motor car in Russia at a 
huge cost. According to the first contract for a 
sum of , £6,OO0,OOOl Ford agreed to furnish the 
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Soviet Automobile Trust with full sets of plans 
and specifications for his automobiles, to furnish 
them with 74,000 complete sets of parts for 
assembly, to furnish engineers to start the plant 
in operations, and to permit the Soviet the privi- 
lege of sending to Dearborn a certain number of 
engineers to study in his plants. 

During the first two years of operation tb.e 
Nljny Novogorod plant produced no parts at all but 
assembled cars from parts furnished by Ford. 
During 1931, 50 p.c. of the paits used for Motor 
car manufacture was produced in the Soviet plant ; 
in 1932, 73 p.c. parts were produced by the same 
plant and in 1933 the plant will produce complete 
cars from its own manufacture. 

This has been called the most intelligent 
contract yet made by the Soviet for creating a 
new industry. ^^11 the delay and trouble of 
breaking in the workmen to a totally strange job, 
so keenly felt in the Stalingrad tractor plant, should 
be obviated. The Soviets rfeceive from^ Ford 
74,000 cars, pay less for them than the market 
price, and ge^all his patents and technical assistance 
thrown in, with a trained force ofsjvorkmen. 

An Aiperican observer says A-“ At the time 
of signing of the Ford contract; the^ plant’s 
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capacity was fixed at 100,000 cars a year. A few 
months later it jumped to 140,000. At the 
time of the Ford contract the time required for 
building the plant was fixed at two years. A few 
months later when the contract for construction 
was let to the Austin Company, (an American 
Engineering firm), 'the time for building was 
shortened to fifteen months. This is typical of 
Five-Year Plan methods. The goal is constantly 
being pushed forward, always at a little beyond 
human capacity. The result is a terrific tension 
in every branch of national activity, and a rate of 
construction and production that, for Russia, is 
extremely fast. 

“ Here, where five months ago there were 
at most a few families of peasants, are to-day ten 
thousand men at work, erecting a plant that by 
the end of 1932 is intended to turn out 140,000 
cars a year. They are building the dwellings for 
a model city of 50,000. One hundred and forty 
thousand automebiles a year is an insignificant 
figure for America with its 26,500,000 cars. For 
Russia, with its 30,000, the Nliny plant is 
gigantic.” 

“ Ford h/s won a very importai^ victory for 
capitalism in the .stronghold of Karl Marx. For 
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years the Soviet press was full of tales of horror 
about the ‘ slaves of the conveyor belt ’ and 
Ford was a particular object of unmeasured attack 
just because his working day and his pay made 
argument for Socialist superiority so difficult. 
To-day the capitulation to Ford methods is com- 
plete and the ambition of the Soviet Tractor and 
Automobile Trust is to run its plants as nearly 
like Ford’s are run as possible. 

“ Their ambition goes much further. ‘ To 
overtake and surpass the leading capitalist 
countries ’ is the goal of the Plan. The Nijny 
Plant, with all its delays, should be reaching 
capacity production in 1932. Together with the 
other two Soviet automobile factories now m 
existence — the Amo in Moscow that had a pro- 
duction of 2,585 cars this last year and the 
Jaroslawl plant that had a production of 71 1 this 
year — the total production in 1933 of automobile 
in the Soviet Union should reach ^00,000 according 
to the Plan. But the Soviet Tractor and Auto- 
mobile Trust is already talking of the necessity 
of attaining w production by 1^8 of 8,000,000 
cars a year. Only thus, “ says — V. Ossinsky, 
President ot the Trust, — can America be over 

‘ M 
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3. Tractor Factory at Stalingrad. 

Soviet Russia requires a big number of tractors 
for cultivation on gigantic scale. The tractor 
factory at Stalingrad is geared to a capacity 
production of one tractor every five and fraction 
minutes, eleven tractors an hour, and 50,000 a year. 
The aim is to produce 150,000 tractors a year. 
The International Harvester Plant in Milwankee 
has a capacity production of 128 tractors in eight 
hours, the Stalingrad plant a programme capacity 
of 88 tractors in eight hours. The tractor here 
produced is two-ton, 15-30 horse power wheel 
tractor corresponding to the 15-30 International 
Harvester machine. From raw metal to finished 
machine, it is made of all Soviet parts, with 
the exception of Magneto, Carburettor etc. 
which will be shortly produced in Soviet Russia. 
There are about 22,000 workers in the Factory 
on construction and 7,000 of them on production. 
A good number of the workers*are boys and girls. 
They get 2 to 5 roubles a day and good mechanics 
earn about 10 roubles a day. Payment is all on 
piecawprk system as almost everywhere throughout 
the Soviet Union. There are about 380 Americans 
in the Stalingrad Tractor Factcwy. American 
worker here, upder a one-year contract, receives 
from £41 toic64 a month paid into /in American 
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Bank in dollars plus 300 to 400 roubles a month 
paid in roubles in Stalingrad. The total number 
of Americans at work in Soviet Russia is about 
1 ,000 and that of British, German and Foreign 
Engineers about 1,000. The engineers recqjves 
£ 1 ,000 to £2,000 a year ; most of them not under 
£2,000. The total American pay roll of the Soviet 
Union would probably equal £2,000,000 a year. 
And the Plan calls for doubling or tripling the 
number of Americans now at work. 

4. Power Plant at Dnieprostrory the Biggest in the World. 

“ Of all the grandiose individual goals of the 
five year plan none is more monumental than 
the project, and during these five years to multiply 
by five the electric energy production of Soviet 
Union. In order to supply the big plants with 
cheap power, (we mean the electricity), Soviet 
Union is generating an annual 2,500,000,000 
kilowatt hours of energy. Here were the stamping 
grounds of tarar but bu just above the island 
fortress of Zaparozhian Cossacks. They are 
famous in Russian romantic literature. To-day 
the dam, its fabulous horse power, kilowatt 
hours and cubic metres of concrete are the subject 
of as many stories in the NewV^ussia as the 
Cossacks, their lives and love werejin the old" — 
sayi an Arnerican observer. 
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Now the question is — what is to be done with 
the annual production of 2,500,000,000 kilowatt 
hours. This power is sufficient for Industrial 
concerns where 8,000,000 people can be employed. 
As an answer to the question an American observer 
says : “Of Dneiprostroy’s 880,000 horse power, 
these factories will use 500,000 and the rest will 
go to the steel plants in Dneipropetrovsk, forty- 
five miles away, while some lines will run even as 
far as Don Basin, 180 miles away.” 

On the production of this huge electric power, 
the cost to consumers will considerably be reduced. 
They paid previously at the rate of 7 kopecks 
that is equal to 1 d. per K. W. H. Now they will 
be getting power at the rate of 1 .2 kopecks that is 
equal to Jd. So Soviet Russia will be in a position 
to manufacture industrial products at a very low 
cost. In the construction of this power plant more 
than 50,000 men are employed. The total cost 
of the construction of factories, equipment and 
dwelling houses of the new city along the Dneiper 
Bank will be abput £80,000,000. The new city 
will accommodate a population of 5 lakhs souls. 

5. The Biggest Oil^eterve at^Balni. 

Oil is generally known as a power but Russian 
oil is more tha/i power in the sense that oil supplies 
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cash money from foreign countries which she 
wants so badly for the purchase of Industrial plant 
and other tools of production from foreign countries 
under the five year plan. In 1913 Russia had a 
total production of 62,834,000 barrels. 


in 1927 .. 79,682,000 barrels. 

,,1928 .. 83,992,000 „ 

,,1929 .. 98,851,000 „ 

,,1930 .. 119,700,000 „ 


In 1933 Soviet Russia’s oil production will 
reach to a figure of 280,000,000 barrels that is 
nearly 341 p.c. of the out-put of the year before 
starting of the Five Year Plan. Now consider 
the value of this oil industry for Russia. If 
the cost of barrel is taken at Rs. 20 the value 
of the yearly out-put of the Russian oil in the 
year 1933 will be 560 croies of rupees — i.e, 
nearly double the value of the export trade of 
India for the year. The Soviet authorities have 
estimated their country’s natural wealth of oil 

at 32,000,000,000 barrels with 10,000,000,000 in 
the territory of Azneft alone, ^he total United 
States oil reserve is not more than 5,500,000,000 
barrels. An estimate %»f Venezneta’s oil reserves 
is lacking but they are not considered more than the 
reserves of United States of America. The pre- 
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sent output of Venezneta is 137,000,000 barrels 
and that of United States of America 1 ,005,603,000 
barrels. 

Baku though otherwise not beautiful shows 
the*prosperity of Azneft. No city in the Soviet 
Union has such extensive complexes of modern 
apartment houses, all.for oil workers dnd employees 
of Azneft. 

6. The World’s Largest Wheat Farm at Gigant. 

This farm consists of 642,000 acres of land 
around 1000 square miles. The farm is as large 
as the State of Rhode Island. It takes six hours 
to ride across Gigant in Rail road train going 18 
miles an hour. It is the largest farm in the world. 
The permanent labourers numbered about 2,800 
on an average monthly wage of 100 roubles. The 
Government investment in the farm is about 
27,000,000 roubles. About 300,000 acres were 
sown in 1931 and there was 4,000,000 bushels of 
wheat and rye. 

Another successful big farm is at Verblud, 
which has got total area of 300,000 acres around 
470 square miles, of which 55,00P acres were 
under crops in 1931. In Gigant farm implements 
and machines^ totalled about 8,000 , pieces and 
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Verblud has one man for 45 acres, whereas Gigant 
has one man for 40 acres for cultivation purpose. 

7. Tea Plantation in Chakwa District in Georgia 
Sufficient to Meet Russian Consumption and 
Surplus to Export. 

Tea planters in India know it to their loss that 
the close of fhe Baltic port for import of Indian 
tea is one of the principal cause for its low price and 
demands ; because Russia was the greatest con- 
sumer of Indian Tea. To a Russian, tea is of next 
importance to bread ; on an average every Russian 
takes six glasses of tea daily, and the trade relation, 
between England and Russia having stopped, Russia 
was forced to import Chinese Tea for her consump- 
tion. In 1929 came the trouble with China over the 
Chinese Eastern Railway in Manchuria. Danger 
was imminent. Though the war was avoided, 
Soviet Union was equal to the occasion. They 
tried to produce t/^a in sufficient quantity for their 
own consumption. The move has dealt a death 
blow to the Indian Tea. In 1 928-29 Soviet Union 
imported 29,564 tons of tea mostly from .China 
at a cost of 30,000,000 roubles. Though the 
figure p&y capita consumption in Russia falls below 
that of other countries, yet the Russian undoubtedly 
consumes g;reater fluid volume of tea than other 
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countries, for example — in 1925 England had a 
consumption of 8'82 pounds of tea per person ; 
Australia 6‘ 1 pound ; Canada 4*4 pounds ; Holland 
3‘8 pounds ; the United States of America 0*88 
poiuid and pre-war Russia’s consumption was 
0*72 pound of tea per person. 

“ From pig iron or tea, the Soviet Union with 
its Five year plan proposes to make itself so utterly 
independent of outside sources for all its necessities 
that should a united capitalist world in 1933 lay 
down a universal boycott upon trade with Russia, 
the Soviet system could not only continue to exist 
but carry on with its programme of “ industrialisa- 
tion and socialisation” — says an American observer. 
The slogan of Soviet Russia is ” Hurry, hurry, 
hurry, so we may be through before the blow 
falls.” 

In Russia the pre-war acreage under tea 
cultivation was 1,825 acres and out-put was 130 
tons ; in 1927, it was 246 tons ; in 1929 436 tons ; in 
1931 600 tons ; in 1934 it will be 4,800 tons and 
by 1939— 21,000 tons. So Soviet Russia planned 
to meet the whole of the nation’s consumption 
of tea in 1939. After *1939 Soviet Russia 
will be in a position to produce a surplus quantity 
of tea for export to other countries. Thus 
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Indian tea has not only lost the Russian market 
but its export to other countries will be greatly 
affected after 1939 in competition with Russia’s tea. 

8. Asbestos Pit Two Miles Wide will Yield Twice 

World’s Production in 1928. 

The town of Azbest was so obscure that the 
foreign office in Moscow had ‘never heard of it ; so 
remote it was about 1 ,100 miles ^from Moscow, that 
never a Russian newspaper man had visited it ; but 
there is a population to-day of 55,000. The Russians 
want to put this forest city at the head of the 
world’s asbestos producers. In 1923 Canada produ- 
ced 273,865 tons valued at £2,312,346 ; South Africa 
23,584 tons valued at £404,321 ; Rhodesia 39,000 
tons valued at £72,016 ; a world total outside of 
Russia of 352,449 tons valued at £2,988,278. 
If the five year plan for “ Uralazbest ” is realised, 
it will mean that in 1933 these mines will have 
production valued»at £5,000,000, i.e. nearly double 
that of world’s production in 1928. 

9. Manganese Mine at Chiaturi in Georgia is the 

World’s Richest Source of High Quality 
Mang|nese Ore. 

In 1931 Soviet Russia produced from her 
manganese mines at Chiaturi 810,000 tons of 
washed ore?* and 820,533 tons of unwashed ore. 
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In 1929 the two mines of Chiaturi and Nilopol 
mines in the Ukraine produced 1,200,000 tons of 
unwashed manganese ore with a manganese 
content of about 50 p.c. 

The Georgean Manganese Company has 
put up ferro manganese plants at Chiaturi at the 
cost of 13,000,000 doubles and produced 40,000 
tons of ferro manganese. The product brings 
about £20 a ton, instead of the current prices for 
48 p.c. manganese ore at £2-18s.-9£/. a ton. 

So we see how a backward nation like Russia 
is superseding the leading capitalist nations of the 
world in course of a few years’ time. The un- 
employed of the large towns alone of Russia 
was 1 7 lakhs, but as a result of industrial develop- 
ment through their wonderful Five Year Plan 
Soviet Russia has not only solved their unemploy- 
ment problem, but “ in fact Russian experts 
assured me that if a million skilled workmen 
entered the Union to-morrow, work would be 
found for them ” — says an English observer. 
This* was exactly the position of America till few 
years ago and people from all parts of the world 
could not only find empfoyment but could ameiss 
decent sum in a short period. The Indians who 
had been to America a few years ago Bear testimony 
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to the fact. The success of the Five Year Plan is 
more remarkable when we think that when Soviet 
Russia started this plan she was virtually bankrupt 
and that more than 75 p.c. of her population was 
illiterate. 


Now what is possible for Russia — may be 
Resources of possible for India too ; Soviet Russia 
a"com- is a de facto socialist state, while 
parison. India is a capitalist state. She does 

not want to follow Russia in her socialistic move- 
ments, because India is pioud of her old civilisa- 
tion, arts and manufactures. What India wants 
is production of her arts and manufactures on a 
modern method. India lags behind the leading 
capitalist nations not in the natural lesources but 
in not adopting the improved machinery for 
manufacture. The few industries — such as Tata’s 
steel plant and ^cotton mills — where improved 
machineries have been used are successful. If 
Russia is proud of her oil reserves, asbestos mines, 
high grade manganese ore, steel'plants and motor 
car and tractor factories, India is blessed with 
jute and cotton, vast untapped fields of iron ores 
and other minerals, ^he has got 4,000 miles 
of Sea Board and Ports on all sides. She has 
gof railway lines over 42,700 miles, , and above 
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all the number of cultured people in India 
is more than that of Russia, The present gold 
and silver stock in India is infinitely greater than 
that of Russia. Now the question of questions 
is liow to mobilise the wealth of India and. utilise 
them for new industries. The present machineries 
for tapping the wealth of India are defective and 
out-of-date. Indian Joint-stock Companies Act 
and Co-operative Societies Act will not be able to 
cater for the present needs of the people. So we 

have to suggest a new Act in Chapter V of this 
book. 

Another difficulty is that rightly or wrongly 

Hindioom there is a vast number of educated 

Industries class who Still fondle the hope of 

machine bringing regeneration in the principal 

Industries. • i • f i i l 

industries or the country through 
hand-loom and other crude methods. The very 
idea of modern machineries is nauseating to them. 
They are still dreaming that millennium will come 
through the uscS of old crude methods. Congress 
is responsible for the idea of preaching anti-mill 
propaganda. Since 192 1, •Indian National Congress 
have borrowed the anti-mill theory of Karl Marx — 
the chief priest of socialism. It was he who 
propounded the theory that modern machineries 
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were the devilish invention of the capitalists, that 
the improved machineries were labour displacing 
and that the best proof that Karl Marx found, were 
the ousting of weaver classes through introduction 
of power looms. The above theory of Karl M&rx 
is an exploded one and Soviet Russia which 
is the direct disciple of Karl Marx discarded 
the theory as childish. They thought that the 
best way to fight against people with machine gun 
is machine gun and not with crude and 
out-of-date machineries. If Soviet Russia wants 
to “ overtake and outstrip the leading capitalist 
nations ” they must adopt the up-to-date machi- 
neries for production of their industrial output. 
So they imported big machineries from America 
for their steel and other factories and their Five Year 
Plan is a big success. The unemployment in Russia 
is thing of the past and they can now find 
employment for another 10 lacs skilled workmen if 
they are imported to the Union. 

"Before Russia started on her five year plan, she 
had 1,700,000 unemployed in the principal cities 
alone. Today, she has no unemployment. ‘ In 
fact, Russian experts assured me that if a million 
skilled workmen entered the Union tomorrow, 
work could be found for them ” — says an English 
observer Mr.W. G. Shipstone. 
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Another important factor is that it is not by 
Government opposition but by co-operation with 
meas^mer the Government that the economic 
for Industries, problems of India can be solved. 
Sinee the termination of war. Government 
attitude towards the development of Indian 
industries has underwent a change.* In place of 
pre-war inequitious excise duty on cotton yarn 
of higher counts, we have got now Cotton-yarn Act 
and Anti-dumping Act to safeguard Indian 
cotton goods against Japanese competition. Tata s 
steel factory is getting all possible help from the 
Government. In the after-war depression Tata s 
factory was not only given bounty of 50 lacs a 
year but Government has imposed tariff duty on 
imported steel to give enough protection to Tata s 
steel. But for their timely help, we do not know 
what would have been the fate of the biggest 
steel factory in Asia. Again we have got the 
Tariff Board, who help the struggling Indian 
industiies by imposing protective tariff on the 
imported goods. Protective duty on sugar is 
sufficient to develop indegenous sugar mills. 

But ‘ the Government failed to protect the 
IJcngal Coal — Bengal coali in Bombay market 
against the importation of cheap 
South African coal by lowering the 
railway freight. This ftiaction en 


Government 
inaction and 
apathy qf 
Bombay mill- 
owners. 
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the part of the Government has not only killed 
one of the key industries of Bengal, but railway 
has lost a good income out of the freight and 
Government a good revenue out of the income-tax 
on the profits of the colliery proprietors. Though 
coal freight has now been reduced, Bombay 
mills are usjng electricity. In the matter 
of Bengal coal, Bombay mills have not done 
justice. Though they have (grievances against 
Bengal coal, Bombay mill-owners have conveniently 
forgotten that Bengal is the best customer of 
the Bombay mill cloth and it was during the 
Swadeshi movement in Bengal that Bengal gave 
preferential treatment to Bombay mill piece-goods 
which saved the struggling Bombay mills fiom 
ruin. So being placed between two fires, one, 
the apathy from Bombay mill-owners and 
another, the inaction of the Government, Bengal 
coal industry — once a prosperous industry of 
Bengal — is now almost ruined, and there is only 
chance of its reviA^al if India undertakes a complete 
industrialisation of the country where coal along 
with oil and electricity can acf as the principal 


powers. 

In shipping trade though Government did 
Government's not favour Haji’s Coastal Bill, 


welcome 
measure in 
shipping 
passenger tratSte. 


reserving the coastal trade to the 
Indian shipping in preference to B. I. 
Boats, Government has- approved of 
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a non-official bill regarding the rate cutting system 
in passenger fares. Rate cutting in both passenger 
fare and freight on goods as well as Rebate system 
of the fabulous rich foreign steam-ship companies- 
are*the modus operandi against the infant Indian 
coastal shipping trade. Now the Government 
has stopped the rate cutting method* in passenger 
fare and if similar method is adopted by the 
Government against Rebate and rate cutting of 
freights on goods in coastal lines, it will give 
tremendous impetus to the development of the 
Indian shipping industry. 

Lastly the financial position of the Central 
„ Government, as well as of some of 

Governments 

i^ncfits under the provincial Governments, is not 
in an enviable position ; it is a 
known fact, how difficult it is for the Finance 
minister to produce a balanced budget. Add to 
that there is a talk of Federation and federal finance 
is one of the knotty problems of the day. The 
Congress could ribt devise any other scheme of 
improved finance, save and except sugestions of 
reducing the expenditure.^^All they say are, first 
reduce military expenditure, which is about 54 
crores,' by Indianisation of the Army, reduce the 
cost of Civil admimstration by reducing the high 
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salaries of the civil servants, reduce the interest 
amounting to 44 crores by disowning, if possible, 
some of the Government loans. But as the means 
devised by the Congress are not within the range 
of practical politics at present, they do ' not 
improve the matter. We have tried to show how 
the present revenue of the Central Government 
will be increased by another 100 crores or so if 
the Government undertakes and works out 
wholeheartedly the Ten Year Plan. It will solve 
not only the unemployment problem of India and 
take the winds out of the sail of the political 
unrest of the country which is more an economic 
than a political movement, but it will serve to 
increase the revenues of the Government to a 
very large extent. 



CHAPTER IV. 

THE TEN YEAR PLAN 

THE WHITE PAPER AND BRITISH MERCHANTS. 

We have seen how inspite of the vast resources 
of India, the want of adaptibility of* its people to 
modern methods, appliances and up-to-date 
machineries, India has lost her shipping as well 
as cotton, silk and jute manufacturing industry and 
that the attitude of the Government which was once 
hostile to Indian industry has now changed into 
active co -operation — in shape of granting tariffs to 
struggling industries and in some cases substantial 
bounties to tide over the depression. Add to 
this. White Paper has recently been Issued 
showing Government proposals for further 
reforms and along with them the inauguration of 
the much desired Reserve Bank dealing with the 
Exchange, Currency and monetary system. The 
industry, commerce and agriculture will be under 
the direct charge of ministers. Though dis- 
crimmative legislation will not be allowed in case 
of British merchants, it can be hoped that indus- 
tries in India will get better support with proper 
exchange and currency system. If the commercial 
safeguards qre used by the Government in such a 
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way as to afford facilities to the development of 
the Indian industries, the proposals in the White 
Paper will then and then only command public 
confidence, otherwise they will drive them to des- 
peration. If with good bold spirit, these oom- 
mercial safeguards are exercised, India can chalk 
out a Ten Year Plan for complete industrialisation 
of the country. Of course the proposals in the 
White Paper fall short of the ‘ expectation of the 
country, as in the agreement that was signed be- 
tween Lord Irwin, the then Governor General 
of India and Mahatma Gandhi, there is a stipulation 
to the effect that the proposed safeguards should 
be in the interest of India and not both for the 
interest of England and India as proposed in the 
White Paper. There is a vast gulf of difference 
between the two — because the British merchants 
in India have amassed huge wealth through trading 
and through manufacture in India and the infant 
industries in India if put on a par with them 
cannot stand in competition and so they would 
suffer. If any tariff or bounties are proposed 
for the struggling Indian industries, the old 
established European ..managed industries will 
also cry for the same*. If any Indian shipping 
company wants some bounties from the Govern- 
ment, the fabulously rich British shipping com- 
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panics will claim the same bounty — if any infant 
Indian Jute Mill or Oil Company want any help 
from the Government — the established European 
managed Jute Mills or Oil Companies with huge 
reserve at their back will clamour for the same 
help. 

Now look at the Exchange, which in future 

Present Ex dealt by the proposed 

riiangc affords Reserve Bank, The arbitrary fixation 

p.c. bounties . , , r t /■ i 

to British of the value of Rupee to Is. od. 
Import. gives nearly 12| p.c. bounties to the 

British goods imported in India ; on the other 
hand, it gives 12^ p.c. more to the capital sent 
from India to England. English investors have 
got their capital invested in India, retired English 
civil servants, who get their pension from India, 
English officers and merchants who send money 
fiom India get 12^ p.c. more when Indian 
rupees are converted to the 'English sterling. 
So by way of annual Home charges and by way of 
interest and dividend on the British capital invested 
in India and by way of remittance to Home by the 
British officer and merchants, if they now remit 
Rs. 100 crores annually; they are paid in 
England Rs. 112^ crores when converted into 
sterling. A dividend of Rs. I3»6 me. declared 
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on any British share capital invested in India 
will come to one pound i.e. equivalent to 
previous Rs. 15, when it will be paid in England ; 
now when the Reserve Bank will deal with the 
Exchange, it is to be seen whether this arbitrary 
fixation of the value of rupee can be done away 
with for the interest of Indian industry. We 
anticipate the British merchants w'ill fight tooth 
and nail to keep the present ‘Exchange policy of 
the Government intact. As anticipated the pro- 
posals of Reserve Bank as published recently are 
for continuing the present Exchange Policy intact 
for some years. 

These safeguards and Exchange policy will be 
, great handicaps for developmeiit of 

P-nghsh iner- ... . 

chant's help Indian industries on a big scale. 

can make 
India — a Grea- 
ter India. 

British merchants. All the so-called proposed 
democracy in the Government lead but to the 
autocracy of the European mercjiants, and from 
the stand point of economic development of India, 
the proposed Reforms^ are not worth the Paper 
on which it is wrltttn, unless it becomes the 
accepted Policy of the British merchants . not to 
stand in the way of development of the Indian 


The policy of “Live and let Live” 
has long long been forgotten by the 
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industry. India recognises that the English 
investors have got huge stake in the country, they 
admire the business acumen and foresight and 
honest dealing of the English merchants. Time 
has* come when they should revise their ojjijiion 
and should not allow India to be future Ireland. 
We Invite their co-operation and tbeir guide to 
make India a Greater India in Industry and 
Commerce. India will never be content with all 
the Reforms so long as the middle class people 
are allowed to be starved and unless the agricul- 
turists can get higher prices for their produce. 
Let good sense prevail with them and let them 
remember the prophetic words of Mr. Baldwin, 
the great leader of the conservative party in the 
Commons debate on the White Paper — “ If we go 
forward, we may save India for the Empire, but 
otherwise we might lose her ” — a more true 
prophecy has never been made by any conservative 
leader. If on the inauguration of the new 
Reforms, the English merchants join hands with 
the Indians to maRe a greater and contented India, 
our association with them will be looked with pride 
and all the discontent in India will disappear ; 
and the English merchant will not be considered, 
as now,' as an exploiter but a friend, philosopher 
and guide of. India. 

6 
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In helping India to solve the unemployment 
The gain of problem and to raise the prices of 

chants-^hVir its agricultural goods and thereby 
good qualities, purchasing power of the people 

the English merchants will be helping thbm- 
selves. India will be in a position to consume more 
British and thfe foreign goods than at present ; they 
will be helping the Federal Government to get 
more revenue for administration of the country, 
consisting of 35 crores of souls. Those Indians 
who have come in business connections with the 
European merchants have a deep regard for them, 
for their fair and honest dealings, for their far- 
sight and for their initiative in business. 
India recognises their services, specially in con- 
nection with coal trade, jute manufacture, oil 
trade and tea trade. They have done immense 
services to India by exploring unknown and 
untapped fields. T^^ey have always led the way to 
business. In the middle of the last century when 
there was no railway or steamer connections with 
Assam, the British merchant coming from 
a distance of thousands of miles’ entered 
into the thick forest of Assam, fought with wild 
animals, cleared the jungles and opened tea gardens. 
They showed us that tea industry is a paying one and 
we followed Ihem. Similarly the English merchants 
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opened coal fields, jute mill industry in Bengal, 
oil industry in Burmah and Assam and woollen 
mills in U. P. In criticising the British adminis- 
tration, we forget the noble British character in 
business. India could have solved many its 
knotty problems of to-day, if they would imitate 
some of the good qualities of the British merchants. 
With clock-like regularity they attend their business, 
with assiduity they discharge their tasks, sparing 
no pains and with honesty they satisfy all those 
who come in business contact with them ; and 
fortune smiles on those deserving sons of Britains ; 
if the yearly income of some of the firms runs 
into several ciores we should not giudge them. 
It is not by criticising the British merchants but 
imitating them that we can raise our economic 
standard. Late Sir Jamsetji Tata imitated the 
American Steel Manufacturers, so made his big 
steel factory success. Bombay, merchants have 
partly imitated the English merchants in cotton 
mill industry so they are partly successful. 

fn Tea Business the Bengalees followed 
Biitish foresight the English •Tea Planters as regards 

m business — • • r .i® i i 

an example to raising or the crop and marketing 
the indianb. them in the Indian market only 

but not ip foreign markets ; buP they did 
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not take lessens from the British Companies in 
creating reserve out of the profits — so the old 
established Indian Tea Companies paying more 
than 50 p.c. dividend to their share holders are 
now- -stranded for want of finance to run their 
concerns. So it can be said in some of the coal 
industiy in Bengal and Behar and cotton mill 
industry of Bombay under the Indian management. 
They lack in t!ie farsight and so they did not create 
any reserve fund as has been made by Jute Mill 
Industry under European management, for any 
depression or rainy days. 

Now let us see how far it will touch the pocket 
of the British Merchants in an attempt for complete 
industrialization of the country and the probable 
capital will be required for the purpose. 


First let us take the Jute Mill Industry 


New Jute Mills 
require 
40 Crorcs 
Capital — 
can employ 
3 Lacs educated 
young men on 
decent remu- 
neration in 
10 ycarb’ time 
and another 
6 Lacb in 
25 years’ timer 


of Bengal — ^an industiy which along 
with the sale of raw jute brings in an 
income of about lOO crores of Rppees 
in good year. There is an average pro- 
duction qf one crore Bales of raw jute 
— each Bale consisting of 5 maunds — 
that is 5 crores of maunds of jute 
are produced in .normal year — (the 
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figures of the last two years being abnormal 
years are nearly half of the above production). 
Now there exists over 50 thousand looms 
which consume on an average 56 Lacs Bales of 
Jute a year leaving 44 Lacs bales of raw jute either 
to be exported and partly to be kept in stock. 
These raw jutes are exported to Dundee, Hamburg, 
Italy, Japan, Jugoslavonic countries, America and 
other foreign ports, and excepting small portion 
being used in making Galicha, artificial Silk and 
coarse Woollen goods, the major portion is used in 
making gunny for bags or for hesian cloth. Bengal 
with part of Assam and Bihar holds the monopoly 
of jute trade of the world. If these exported raw 
jute can be converted into gunny — it would require 
about 50 thousand looms more and each loom on 
an average requiring six men, this industry 
can give employment to 3 Lacs youngmen of 
Bengal, Behar and Assam in course of 10 years* 
time and the increase of the looms which stood at 
about 7000 in 1 900 rose to over 49000 in 1 925, i.e. 
the Increase is about 7 times in course of 25 years. 
With the increase of world trade and more demand 
for the Bengal Jute mar.ufactures — if the world 
demand increases at leas^ twice in the next 25 
years-*^he looms that would be required to convert 
them into .gunny will be one lac mdte exclusive 
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of the present looms of 54,000 and another 50,000 
for new mills under Development Trusts Act. 
So Jute industry can give employment to another 
6 lacs youngmen of Bengal in course of the 
next 25 years and can pay enhanced price to vhe 
Jute growers who are at present at the mercy of 
organised Jute mill owners and. shippers. 

The invested capital in the ‘jute mill industry 
at present is about 20 crores. But to start a new 
jute mill of 50,000 looms, a further capital of 40 
crores will be required at the rate of Rs. 8,000 
per loom. In acting as shipper of raw jute, the 
English or Indian merchants either make a profit or 
suffer a loss as they make the contract. Now if 
the whole raw jute is consumed into gunny or 
other articles of value as the foreign importers 
are doing the pocket of the English or Indian 
merchants will not be greatly touched. Again the 
number of shippers will not be more than two 
dozens, hence gain or loss to them is immaterial 
to the country when it can give jemployment and 
food and clothing to 3 Lacs souls and therewith 
their dependants on an^ average of 5 per head, 
another 15 Lacs souls. ‘Further in exporting raw 
jute. Government gets a small amount by way of 
cusj^om duty/ But the revenue to the Government 
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by way of income-tax and custom duty of the 
manufactured goods will greatly augment on 
starting these jute mills. 

, Shipping Industry. — It has been estimated 
that to carry at least 50 p,c. of the present and 
future trade India would require at least 2000 ships 
of 4500 tons to I‘5,000 tons ; and can employ 
about one lac twentyfive thousand middle class 
youngmen in the trade on a decent pay and the 
capital expenditure would be about 90 crores of 
rupees, i.e. at the rate of 9 crores each year for 
ten years. We anticipate a great opposition from 
the present shipping companies. But they should 
remember that because they enjoyed monopoly 
of the Indian trade in the past they would be 
allowed to continue the same for all time to come. 
Their deferred Rebate System should be stopped. 
The Safeguards in the White Paper do not go 
to the extent of perpetuatioi? of the unfair com- 
petition with the Indian National Mercantile 
Marine. The ^implication of Safeguards is that 
the Bsitish Shipping Companies should be placed 
on equal footing with the Indian Shipping Com- 
panies. Either the Indian Shipping Companies 
should be taken in their Ring or the Deferred 
Rebate System should be done awajt with. More- 
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over the Chamber of Shipping of the United 
Kingdom has condemned the Rebate System as 
adopted by the British and other Ring liners in 
their following report as made in 1932. 

“Free access to an open freight market thkt 
is freedom to traders to use the most effective and 
efficient carrying power that is available is essential 
to the prosperity of international commerce. 

The British Shipping industry, in the interest 
of this country, and of the Empire, should adhere 
to the policy of freedom of seas, on a footing of 
equality to all ships, under all flags, in all coasts, 
in all international and inter-Empire trades and 
in so doing it will not only serve the interest of 
British trade but of the trades and shipping of 
the world.” 

Ship Building Industry. — The materials for 
building big liners in India can be had cheaper. 
The steel plate, the wood work and the labour cost 
in constructing ship in India will be cheaper than 
in most of the ship manufacturing companies of 
the world. If ship building is undertaken ' in 
India, it will require opening up new steel and iron 
factories to meet its demand. India can not only 
supply its own requirement in ships but can .also 
sell to the oivtside world. The capital that will 



( 89 ) 

be required to carry on ship manufacture industry 
wiil be about Rs. 40 crores. But as Ship Building 
Industry would be financed by shipping trade so 
a sum of about 20 crores would be sufficient for 
that •purpose. This Industry can find employment 
to about 2 to 3 lacs middle class young men on a 
decent pay. 

Steel Industry In India. — Steel and iron 
are considered as a basic materials for Ship-Building, 
Motor Car, Tractor, Locomotive and Jute Mill and 
Cotton Mill machineries and other big machinery 
industry. 1 he development of the above indus- 
tries in India would only be possible on the 
development of her Steel Industries. India will 
not be able to compete with other nations if the 
imported steel is used in their productions. 
Soviet Russia has invested a sum over 120 crores 
of rupees towards the development of her steel 
industry and one plant at Magrteto-gorsk has the 
capacity to produce 40 lacs tons a year besides 
other factories proijlucing another 1 1 lacs tons a 
year, dn 4913 alone the British Shipping yards 
consumed besides other iroi^ parts 1 4 lacs tons of 
steel made from steel ingot ‘of 18 lacs tons, i.e. 
equal to 3h years output of Tata’s Factory in 1925. 
To cope with the industrial development in Indiji 
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at least 50 to 60 lacs of tons a year of steel and 
iron will be required. So about 10 fresh steel 
factories each with an average capacity to produce 
6 lacs tons a year will be the India’s requirement 
in course of 10 years’ time. It is estimated tliat a 
capital expenditure of 100 crores of rupees, i.e, 
10 crores a year will be required for the purpose 
and this industry can find erpployment for 4 to 5 
lacs middle class youngmen. 

Steel Products. — India imports Locomotive, 
rolling stock, Railway materials, other machineries 
and mill work parts to an average value of about 
Rs. 17 crores a year. To produce the same 
stock in India starting of several factories will 
be necessary for which a capital of about Rs. 20 
crores will be required. 

Cotton and Cotton Waste.— Raw cotton and 
cotton waste form either the principal export 
or the export next to Jute manufacture and raw 
jute, which brings to India a sum of Rs. 96 
crores and to consume this 'huge quantities of 
cotton and waste, India will require a capital of 
at least Rs. 40 crores. 

Oil Industry. — This industry is in developed 
jtate in r Burmah and there are three big 
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companies which were extracting oil from Burma 
and Assam. A new oil plant has been put in 
Attock in the Punjab. The oil products of India 
is very poor in comparison with the world out- 
put* of oil as regards quantity. India produces 
only 0.63 p.c. of the world output. But oil is a 
power and in development of Indltin industries 
fresh oil fields will be required to be opened. 
Though the experts in the line were not very 
sanguine as to further traces of oil fields in India 
yet the discovery of Attock oil fields in the Punjab 
and recent discovery of oil fields in Bombay should 
be eye-opener to all. There are traces of oil fields in 
Assam. But as the prospecting cost a good amount 
of money specially in speculative nature many people 
are deterred from such prospecting campaign. We 
think a capital outlay of 5 crores will be required 
for the development of fresh oil fields. 

Coal. Coal is the chief ’power in almost 
all the industrial concerns. Though coal trade at 
present is not in flourishing state, opening of fresh 
industrlesr such as steel factories. Jute mills. Cotton 
mills. Shipping etc., will Require opening up of 
fresh coal fields for the V^fpose. We think a 
capital -outlay of Rs. 5 crores will be required 
at the rate of 50 Lacs a year for the purpose. 
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Electric Power Plant. — India cannot develop 
its industries unless it can secure the cheap power 
for the purpose. Sukkur Burage Scheme has been 
started to supply cheap power to Bombay mills. 
Two big power stations have been opened in the 
Punjab & in Mysore. Similar big power stations 
will be necessary in and around industrial centres 
to supply cheap power — the cost of erecting these 
power houses will not be less than Rs. 12 crores. 
The whole output of oil in India, is less than one 
p.c. of the world oil output. So more power 
plants in India will not only be useful to industrial 
concerns but to people at large who depend on 
kerosine oil for light. The Dnicprostroy power 
plant under Soviet Russia is supplying current 
to the consumer at r2 kopecks i.e. ^d. i.e. 1 pice 
per K.W.H. whereas Calcutta Electric Supply Cor- 
poration is charging nine pices 24 d per unit exclu- 
sive of Rebate. In some muffasil towns the Electric 
Supply Company charges 7 annas i.e. 7d. per 
unit, so big power plants supplying electricity at a 
low cost will be boon to muffasll* consumer. 

Motor Car and^ Tractor Industry. — ^At 

present India depends solely on foreign supply 
regarding its motor car and tractor, — the steel being 
cljeap in ikidia — this Industry can be developed 
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in India much cheaper than foreign products. 
The question of loss of 30 p.c. import duties of 
the India Government can be met from the 
income-tax of the Industry. This Industry 
will* require a capital of about Rs. 5 crores at 
present and it may be possible for India to export 
its car and tractor to foreign counttles as other 
nations are doing specially in Africa and countries 
in Asia. Command of the richest deposit of iron 
ores consisting 60 to 62 p.c. of iron gives India 
the facilities of production of motor car at a 
cheaper cost than any countries of Asia or Europe. 
Further development of the motor car Industry 
will require further capital as the circumstances 
demand. Ford’s motor factory was started in 
1903 on a paid-up capital of less than one Lac of 
Rupees. 

' Industrial Bank. An Industrial Bank will 
be an essential counterpart for development 
of industries ; without Bank of this type, industrial 
progress in India vill be an impossibility. Let us 
explain our position — ^if in any part of the year the 
foreign quotation of indusVial produce is weak — 
the Industrial Bank can finance the output till 
better tone of the market. For example — a 100 
yards hessian which is usually sold af Rs. 11/4/- 
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if the foreign quotation is Rs. 9 the jute mills can 
wait for better days and this is only possible when 
there is arrangement for finance. Otherwise just 
like the present day Indian agricultural produce, 
there will be less profit on the product or ' the 
product will be sold at a loss. The Bank finance 
gives the staying power which in business world 
is one of the greatest factor ^for success of the 
concerns. A capital of 10 crores will be sufficient 
for the purpose for the Industrial Bank can count 
upon a good deposit from the Industrial concerns 
under the Development Trusts and as such its 
position will not be inferior to the position of 
Reserve Bank or Imperial Bank of India. 

Agricultural Bank. India being essentially 
an agricultural country, there is no agricultural 
Bank to finance the agricultural produce. 
Agricultural Bank Is the greatest desideratum of the 
country. It is often found that during the season 
of any crop such as rice, wheat, jute, cotton, the 
prices go down as the people .whose chief pro- 
fession is agriculture require the funds urgently 
to pay rent, taxes, loaqs and other necessaries of 
life. If there is any agricultural Bank which can 
advance them against their crop — they can dispose 
of ^ their products — ^when there is a good price for 
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the same. It means that the agriculturists may 
get 10 to 20 p.c., higher price for their products 
if they can have a staying power through the 
advance of Agricultural Bank. Along with the 
Agrfcultural Bank, Crop Insurance can develop 
each financing other. The agriculturists can 
borrow premium and. other expenses for raising 
crop from the agricultural Bank and the Crop 
Insurance company can keep deposit the premium 
and other income with the Agricultural Bank ; 
and in case of failure of crop the Crop Insurance 
Company can pay the Agricultural Bank the 
indebtedness of the agriculturist and if there remain 
any balance the agriculturist can get the same. 
Again when the crop is raised — the agriculturist 
can get an advance against the hypothication of 
crop to meet his urgent demands and wait for 
better times for the sale of his products. A capital 
outlay of 15 crores in course of 10 years will be 
required for an Agricultural Bank. The capital 
of the Crop Insurance as well as its premium 
incoqje will be del^osited in Agricultural Bank. 

Insurance. — India is, still an infant in the 
domain of its Insurance 'business. It has got 
several • Life Companies and the yearly business 
inspite of the depression of the markets is steadjly 
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progressing. It requires the development of 
some composite companies dealing in Life, Fire, 
Marine and Accident business. With the deve- 
lopment of shipping business India will require 
several big Marine Insurance Companies to cbver 
risk of shipping companies as well as the goods in 
transit. Through accident insurance excepting 
income out of Fire, the yearly premium income 
of the British companies amount to over Rs. 50 
crores and if income of the fire department is added 
to it — the total yearly income will be about Rs. ICO 
crores of Accident Insurance Companies. 

India present a favourable field for develop- 
ment of Crop Insurance, i.e. insurance to cover 
the risk of failure of crops through rain, draught, 
insects and other causes. No country in the 
world is subject to such whims and caprices of 
Nature as to the raising of crops which are the 
occupation directly or indirectly of majority of 
its population. A capital of about Rs. 15 crores 
will be required to develope its Insurance business 
in all its department. 

Oil Crushing Plant . — India exports raw 
linseed, sesamum and other oil seeds to the value 
of Rs. 18 crores a year — it will require a good 
number of crushing plant — the capital expenditure 
oFRs. 1 erStes will be necessary. 
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Miscellaneous industries — such as paper, 
glass, electric goods, hides and skin, etc. — ^a capital 
outlay of Rupees 1 5 crores will serve the purpose. 

Sugar Industry. — It is not merely the 
setting up of sugar mills that can stop the import 
of foreign sugar and make India self contained 
regarding sugar but cultivation of sugar cane and 
date trees on extensive scale to supply raw 
materials to the mills that will be a great desidera- 
dum. Of course the present raw materials can 
support only a few sugar mills and that for a few 
months in a year. A sum of at least Rs. 2 crores will 
be required to cultivate sugar cane and date trees 
as well as to start the requisite number of sugar 
mills, to stop a drain of about Rs. 21 crores 
in the shape of yearly Import of foreign sugar. 

Tea and other agricultural produce. — 
Unless the purchasing power of the people develop 
through the industrialisation of the country and 
unless the world trade revive any further develop- 
ment of Tea Industry and other agricultural 
produce will not 4be judicious as that will affect 
adversely the prices of the commodity. 

So in all, India will he requiring a capital 
Capital for of Rs. 400 wores more or less 
iStewisation Complete industrialisation of the 
of India ^ country. If investment of ^is capital 


7 
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can be made, the position of India as a raw pro» 
ducing country will be changed into an Industrial 
country. Its export trade will jump from yearly 
average of Rs. 326 crores to over Rs. 651 crores 
with an import of like amount inclusive of gold 
and other metals. The development of the main 
industries will naturally lead to the development 
of industries like soap, ink, glass, paper, 
matches, broad casting, cinema and other hundred 
and one smaller Industries. The main business 
of Bombay is cotton manufacture and all the other 
industries in Bombay owe its origin directly or in- 
directly to cotton trade. But situated as India is 
specially with regard to its economic condition 
raising of such huge amount of capital within a 
course of 10 years’ time is outside the pale of 
practical politics. Besides there will be a strong 
competition with the foreign companies in or 
outside India who have already amassed fabulpus 
wealth in the Iitdustrles stated above. A further 
difficulty arises in the fact that the Indian youths 
lack in the technical knowledge of the Industries. 
Though in the beginning India will be rei^uiring 
the best expert knowledge of the foreigners to 
manage the show — :^et the technical knowledge 
of the workers can make a concern success under 
{he guidtnee of the expert managers. The best 
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course lie not in the headlong plunging in the 
thing but to go on with caution and moderation. 
So we think a capital expenditure of Rs. 200 crores 
in the above industries in a course of 10 years’ 
tim^ will give sufficient data for future plan of 
capital expenditure of another Rs, 200 crores or more 
in course of another. 10 years’ time for further 
industrialisation of the country. 

Method of raising Rs. 200 crores capital on 
an average Rs. 20 crores a year for the first 
Ten-Year Plan. At the outset we must confess that 
it is impossible to raise yearly such a huge amount of 
capital of Rs. 20 crores without any minimum 
guarantee of interest as well as safety of the capital 
by the Government. We think a minimum guaran^ 
tee of 4 p.c. interest with a provision to allow 
participation in the profits of the industry as and 
when they will be earned upto another 3^ p.c. 
the capital being repayable withip 15 to 20 years* 
time will facilitate the raising of the required 
capital from India and abroad. The Government 
has already given guarantee of such minimum 
dividend to the Railway G}mpanies. 

Government and Ten«Year Plan. — In 

asking the Government to give guarantee of the 
minimum interest to the capital for development 
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of India’s industry, we want the Government 
to commit to an yearly expenditure beginning 
with Rs. 80 lacs in the very first year gradually 
rising upto Rs. 8 crores a year in the tenth year on 
capital of Rs. 200 crores. The first question is,— will 
it be justified on the part of the Government to 
make such a big commitment of yearly expenditure ? 
The Government which is responsible yearly about 
Rs.44 crores towards the interest of the both 
rupee and sterling loan on the already existing loan 
of over Rs. 1212 crores (upto the period of March 
of 1933) can not on the face of it make any further 
commitment unless there be strong reasons for that. 
The question of industrialisation of the country and 
solution of unemployment may appeal to the Indian 
public but not to the Government with such 
legacy of debts and poor income. These arguments 
will appeal to any civilized country where 
un^ployment insurance or doles are paid out of 
the revenue of the country. England spends 
annually out of revenue unemployment doles over 
Rs. 60 crores. But at present we will not icidulge 
in those topics as it will serve no useful purpose. 
Suffice it to say that it Js for the very administration 
of the country namely to meet its military and civil 
cost and to pay the interest of the capital already 
Borrowed and to spend more oq the Nation building. 
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depaitments and to produce better budget that we 
ask the Government to give the above guarantee 
to the capital. The yearly revenue of the Central 
Government is about Rs. 124 crpres out of which 
intcnrest on the capital already borrowed is about 
Rs. 44 crores and military expenditure is about 
Rs. 54 crores, total cost on interest ‘and military 
expenditure comes to about Rs. 98 crores. 


But the charge on Central Revenue for interest 
, .is reduced if the concerns on which 

Charge of interest 

hjcrease^witiT^*' interest bearing loans have been 
increase oX invested can fulfil their financial 
^ ” obligation. In Railways alone the 
Government guarantees interest for capital invest- 
ment of Rs. 751 crores ; and it is a known fact that 
during the last four years of depression, the Rail- 
ways have to draw money from the depreciation 
funds to extent of 32 crores to meet their financial 
obligation regarding the interest on the capital 
invested in them, and the money drawn firom 
depreciation funds tantamount to drawing from 
capital. If this state of afiairs continue for some 
time, which in all probabilky will remain, the huge 
interest on the Railway loans of Rs. 751 crores 
will be charge on the Central Government Revenue. 
So it can be said of other interest yietding loatis 
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which amount to Rs. 217 crores. IfRs. lOcrores 
and 79 lacs be estimated as the actual charge on 
the Revenue for the year 1933-34 there is every 
possibility of the charge being increased if this 
depression continues for some time more. 

Besides the above, the recent protective tariff 
Protective Tarifi imposed by tfic Government on the 

on Siisrar means • . r J . j. ' 

lossoriOcrorcs import of sugar and cotton piece 
revenue. goods is anothef' important items for 

consideration. In the post-war period about two 
third of the Revenue of the Central Government 
came from custom duties — principally from duties 
on import. Now import duties on sugar contribu- 
ted 10 crores and 68 Lacs in 1930-31. On the 
imposition of protective Tariff duty on sugar 
import — the Revenue to the Government on import 
duty will fall to 5 crores in 1933-34 and by 1935 
there will be no income from sugar import duty — as 
it is estimated that by 1935 India will be self- 
sufficient regarding her requirement for sugar. So 
fresh source of taxation should be resorted to, to 
make up the loss of over 10 crores Revenue /i year 
for sugar import duty. 

The loss of imp^t duties on cotton piece 
, goods is more steiggering. In 1930 

Loss of revenue . 

under Cotton the Indian cotton mill production 
Tariff Act million yards whereas 
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foreign import was 1937 million yards but in 1932 
taking advantage of the protective duties on cotton 
piece goods, under Cotton Tariff Act the production 
of Indian cotton mills stood at 2990 million yards 
whereas that of foreign import at 776 million yards, 
i.e., about 25 p.c. of the import figure of 1930 — 
which means that the Government Revenue on the 
import of foreign piece goods suffered accordingly. 

Any further increase in import duties or 
income-tax is impossible. The fall of import from 
234 crores in the year 1929-30 to 129crores in 
1932-33 corresponds to the fall of export from 310 
crores to 1 55 crores in the corresponding years. 
But the Government has to increase the custom 
duties, so much so, that 41 crores were levied as 
import duties on 234 crores of Rupees import but 
40 crores were levied on 129 crores of Rupees 
itnport in 1932-33. Can the foreign import stand 
any more duties ; Equally the Income-tax which 
has been raised on an average by 80 p.c. since 
1 922-30. Unde^ the circumstances it must be the 
first concern of the India Government to help India 
for increased export. And as the export of raw 
produce may suffer in prices as in the past two 
years and as there will be a less chance of India’s 
purchasing, power increased so long sh^will remain 
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as a producer of raw material to the world — it will 
be the primary duty of the Government to help 
India to convert her raw produce into finished 
goods so that her export trade can increase and 
therewith her import trade which means an increase 
of the Government revenue through custom duties. 

So it is an increasing difficult task for Finance 
Minister to balance the budget. 

To balance the r> • i .1 1 1 1 JV 

Budget is almost Desides the abovc hopeless condition 
unioS^Ten^^*^ there are some terminable loans 
nnderuk"m which are to be paid off from time 
to time. This often proves to be 
the last straw to break the camel’s back. You can 
criticise the Finance Minister for his income-tax 
policy or for this tax or that tax but the question 
is — he is to meet the legacy of debts left by his 
predecessors as well as the high military cost. 
Over and above this financial commitments the 
estimated revenue on account of custom duties as 
well as on Income-tax which are the main sources 
of Central Government revenue falls short either 

e 

through boycott movement or through fall-off in 
the purchasing power of the people. When the 
Finance Minister falls in a predicament like this 
he has to resort to temporary borrowing either 
thfough portal cash certificate, treasury bills or a 
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temporary accommodation from Imperial Bank in 
expectation of revenue collection. So long this is 
the hnancial position of the Central Government 
any Finance Minister whether he be Indian or 
Eufopean, will have a extreme difficult task to 
balance the budget. And the question is — ^you 
cannot reduce the expenditure on interest account 
unless you can repudiate some of the loans — ^a 
most unlikely event ; neither you can reduce the 
military expenditure unless you can Indianise the 
army which is impossible without India attaining 
full fledged Dominion Status — a similar argument 
holds good in case of the high cost of civil 
administration. So there is no way left for any 
big reduction of the existing expenditure of the 
Central Government ; — in view of the aforesaid 
commitments, whether it would be justified for the 
Central Government to make any further commit- 
ment by way of giving guarantee for minimum 
Interest on any capital expenditure under Ten-Year 
Plan, specially the industries that have been chalked 
out ynder Ten-Yfiar Plan is passing through crisis ; 
and if this crisis continue there is every likelihood 
of meeting losses in working expenses than making 
profits. The answer to the first part we can 
get if you can imagine a case of any individual 
man, say, a> son .getting a legacy of 'debts ahd 
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financial commitment from his father along with 
his Elstates ; and what he should do under the 
circumstances. If he be prudent enough, the first 
thing he will do is to make an attempt to increase 
his revenue. In doing so, if he has to undertake 
some risk by way of small speculation he should do 
that. The answer to the latter part is, that in 
between this time and the actual workings of the 
scheme there is every possibility of the world money 
market going up and then the plan can be put in 
actual operation ; — ^and secondly such industry can 
be taken in hand now where there is a chance 
of making some profit. Hedged in meshes of 
difficulties the best thing for Central Government 
is to undertake certain small risk for increase of 
its revenue. 

Expenditure of Increased Revenue. 

The Montford Reforms placed the Nation 

Want of funds Building Departments such as edu- 
perpotuai calion. Sanitation, industries and 

Complaint of 

Nation liuiiding agriculture under" the direct qharge 
^ of the Indian Ministers. But paucity 

of funds proved the ^^reatest stumbling block for 
the Indian Ministers to make any head way in 
that direction. On the inauguration of the financial 
atitonomy^in the provinces — the matter will not be 
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improved in any appreciable way. The mere 
financial Autonomy in the provinces cannot 
create any funds. If half of the income arising 
out of the jute export duties are conceded to 
Bengal as per strong fight of Sir N. Sircar with 
the help of Bengal Government — Bengal will 
simply be in a position to meet her present yearly 
expenditure and in good years will have some 
excess. But this small increase however welcome 
cannot meet the increasing demands of the 
province in her Nation Building departments. 
The position of provinces other than Bengal will 
remain the same as under Montford Scheme. 
The only salvation lies in the increased revenue 
of the Central Government — ^through complete 
industrialisation of the country. We have seen 
that changing the position of India from raw 
producer to a producer of finished goods will bring 
in an additional income to the Central Government, 
of the sum of Rupees 100 crores or there about. 
Now let us see how we can improve the position 
of the country with that increased income : — 

1. Education. That only 7 p. c. of the 
people is literate and 93 p. c. is illeterate is a 
permanent slur on the British administration of 
the country for about 2 centuries. ‘The com- 
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pulsory free primary education both amongst 
male and female cannot be undertaken for want 
of funds. If out of Rs. 100 crores increased 
revenue Rs. 20 crores are spent over free com- 
pulsory primary education amongst both male 
and female and if the remuneration of the teacher 
is fixed at Rs. 20 to Rs. 3.0 a month, India can 
provide about 7 Lacs teachers both male and 
female in the education departrnent. 

2. Sanitation. Like education, sanitation 
can employ about 5 Lacs people if 10 crores are 
spent over it. 

3. Agriculture. India being now more an 
agricultural country than Industrial one and as 
more than 70 p.c. of her people is directly or 
indirectly dependant on the income of the Agri- 
cultural produce — and as the principal source of the 
Government revenue in the shape of custom duties 
depend upon the High price of the agricultural pro- 
duce which connotes the increasing purchasing 
power of her people and thereby the increased import 
— it should be the first concern of the Government to 
see that the value of •the agricultural produces 
does not go down. In Japan and in America 
the price of the staple crop such as rice in Japan 
and wheat *and cotton in Amenca cannot be allowed 
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to go down beyond certain level. In order to keep 
the price up to standard level Government of their 
respective countries purchase the excess stock — so 
as to dispose of either in the favourable markets or 
in 5bme cases to destroy the excess amount. The 
new shipment of the Japanese rice in the Indian 
market is the stock held by the Japanese Govern- 
ment. In America, besides other economic causes, 
such purchases of the staple crop prevents the 
influx of the agriculturist in the towns to swell 
the rank of unemployed. Now if Government 
of India adopt the principles followed by the 
Japanese and American Governments the value 
of the Agricultural produce of India will not be in 
that case, at the mercy of, either the organised 
attempt of the mills and shippers or the low de- 
mands from the foreign markets. Now out of the 
anticipated increased revenue of the Indian Govern- 
ment, they can earmark a sum of about 25 crores 
for the purpose. It is not that in every year they 
have got to spend the money, but it is only in the 
year, of depression «is it exists to-day that they 
have to spend part or whole of the sum so earmarked 
otherwise it will form a reserve fund for any future 
contingency. 

4.' Industries. The above principles can be 
applicable Jn the case of industries — specially 
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those industries which will be developed out of the 
capital guaranteed by the Government. A sum 
of 20 crores or thereabout out of the increased 
revenue can be earmarked for the purpose. If the 
sum is not required to finance the Industries, this 
will form a reserve fund for future contingency. 

5. Government Loans. We have seen that 
the average sterling and rupee loans that the Govern- 
ment require to raise is 29 crortes of rupees a year 
from 1914 to 1928. So the Government would 
not require to borrow any further loan from the 
public — as the Government can meet its require- 
ments from the increased revenue or in case if 
loan is not required it will be kept in the reserve. 

A comparative survey of the revenue and 
expenditure of other countries will illustrate our 
point. 

Revenue from Custom Duties and Income Tax. 

Total Revenue 

Population. Custom. Income-tax. Revenue, per head 
(In crores) (In crores ol Rupees.) 

England.. 480 199-8 483 1240 Rs. 250/- 

America.. 11-60 98 317 1250 100/- 

India ..35 50 16-50 124 „ 3/- 

So it is found that' though India is possessed 
with population of 35 crores, nearly one -fifth of 
the world’i population, its income under the 
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heading of custom duties and income-tax the 
principal source of income of the Central 
Government is too small. The first thing for 
any Government is to see how the revenue under 
the* above two heads can be increased and so 
long India is an out and out agricultural coUntry 
as supplier of raw produce to th? world the 
purchasing power of the people will never increase. 
Moreover the export of raw produce brings to 
India a sum of an average of Rs. 326 crores, so its 
import must fall to the level of export trade. 
Industrialisation on an extensive scale is the only 
panacea to raise both of its export and import 
trade. Let us take a survey of export and import of 
some civilized countries : — 



Export 

Import 

Trade figure 
per head. 

America . 

1410 

1200 

Rs. 337 

England . 

975 

1560 

„ 500 

India 

. . (average) 326 

739 

» 16 


So the very first thing for the administration 
of the country sljould be to Increase the export 
by (inverting the raw materials and we have seen 
in the previous chapter that at least Rs. 150 crores of 
raw materials now exported can be conveniently 
converted into finished goods and computing the 
average price of the finished goods at t^^o and half 
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times of the value of the raw produce (inclusive of 
labour cost) the present export trade of Rs. 326 crores 
will come to about Rs. 551 crores ; add to 
that there will be additional export of another 
Rs. 100 crores through industrialisation and a 
proportionate rise in import inclusive of bullion 
and metal by way of import will give sufficient 
revenue to the Central Government by way of 
custom duties and income-tax/and the revenue of 
the Government which stands now at Rs. 1 24 crores 
will be increased by at least Rs. 100 crores. The 
present custom duties comes to about Rs. 50 
crores and present income-tax I 62 crores. 
On the rise of the export trade by more than double 
and import trade by 2 -^ times the revenue under 
the heading of custom duties and income-tax 
will be increased by more than Rs. 100 crores. So 
the military cost will come down from 45 p.c. 
to 25 p.c. on the revenue. Likewise the cost of 
civil administration will go down. 

Civil Servant and Ten-Year Plan. 

As to the high cost of civil admimstrdtioii 
of the country — ^when^we consider the meagre 
revenue of the country and the poor conditions 
of its people, the cost of civil administration is no 
doubt a hjghly disproportionate figure. There is 
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an outcry against the high salary of the civil servants 
— but when we consider the income of an average 
Bura Shahib of an European firm with the income 
of a civil servant of 20 years’ service, we shall 
see that the senior civilian inspite of all his 
education and troubles does not get even one- 
tenth of the average- Income of a Bura Shahib 
and on retirement, the average Bura Shahib com- 
mands an Income more than the income of 2 or 3 
dozens retired civilians. The monthly Income 
of late Lord Inchcape was more than the income 
of several hundred retired civilians. While we 
protest against the high salary of Civil Service, we 
allow ourselves to be drained by the European 
merchants and make no attempt to capture the 
industries of those merchants. 

If India grudgingly spends, say, about 50 lacs 
of- rupees a month on an average pay of Rs. 2500 
for 200 Civil Servants, India ungrudgingly allows 
herself to be drained of at least a monthly sum of 
Rs. 5 crores by .the 200 European merchants 
and man t*o man the Civiliem is more qualified than 
the average English merchant. 

As we have seen that with the actual working 
of Ten Year Plan resulting in the increase of the 
revenue, the. present military cost may cdme down 
8 
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from 45 p.c. to 25 p.c., so the high cost of civil 
administration will come down with the increase 
of revenue of the Government. 

Capacity of the Indian Public to subscribe 
to the requisite capital. — Now if the Government 
consents to give guarantee of the minimum interest, 
the question is whether it would be feasible to 
raise the required capital for Tpn Year Plan from 
India at the rate of Rs, 20 crores a year. Demand 
for investment on the Indian capital is made by the 
Government of India, sometimes by provincial 
Ga/ernments and sometimes by the public bodies 
such as Municipality, Port-Commissioners, Im- 
provement Trust ; and we give here the amount of 
drawings by the India Government for 14 years 
beginning from 1914 to 1928. 

Total Rupee and Sterling Loans of 
India Government. 


31st March in 1914 .. 


(in crores of rupees.) 

.. 510.19 

1918 .. 


.. 693.91 

1922 .. 


.. 832.48 

1923 .. 


■ .. 881.74, 

1924 .. 


.. 919.00 

1925 .. 


.. 970.02 

1926 .. 


.. 996.36 

1927 .. 


.. 1006.19 

1928 .. 


. . 1026.37 

1929 . . 


.. 1074.46 

1930 .. 


.. 1138.23 

1933 .. 


.. 1212 
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The Rupees debt rose from 179 crores in 
1914 to 650 crores in 1930 — yearly average for 
years at 29 crores from all sources from the Indian 
and English money markets. 

Besides the above, the newly started limited 
companies of India, drew about 100 crores of rupees 
from 1919 to 1928. Lfet us look to the import in 
the shape of gold and precious metals during 1914 
to 1928. 


Net 

imports of gold and 

Balance of exports 

precious metal, in India 

over imports. 


{in crores of rupees.) 

(in crores of rupeef.) 

I9I4-I5 

16.51 

37.24 

1915-16 

3.72 

61.31 

1916-17 

32.08 

87.12 

1917-18 

44.22 

80.54 

1918-19 

62.35 

66.35 

1919-20 

64.35 

i 14.32 

1920-21 

8.59 

79.80 

1921-22 

12.23 

33.91 

1922-23 

59.54 

69.88 

1923-24 

47.88 

126.19 

1924-25 

94.00 

146.87 

1925-26 

51.97 

150.81 

1926-27 

39.26 

70.13 

1927-28 

28.32 

59.70 


565.17 

957.11 


So vve see that a total sum of Rs. 565 crores 
of gold and precious metals have been imported 
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in India during the 1 4 years under review at an 
average rate of about 40 crores a year. India has 
exported gold from the time England went off 
gold standard to middle of April, 1933 to the value 
of 144 crores of rupees and she has go‘t in 
exchange increased value of the Gold so exported. 
Besides the success of 4 p.c. and 3J p.c. conversion 
loans in the beginning of the year is an interesting 
development from the financial point of view. 
From the above it is clear that should Government 
guarantee the minimum interest and if the 
subscriber gets an additional amount out of the 
profit of the business, the required capital for 
Ten Year Plan can be raised from India. 

There will be an additional interest for sub- 
Additional scribing to the capital when people 
indi^an*”^ will find that the Government is 

subscriber. pledged to development of .the 

industries of the country in which there is a 
prospect of solution of unemployment of the 
country as well as chance of paying higher prices 
to some of the agricultural produce— ihe philan- 
thropic sentiment will be raised, and the proverbial 
boarding spirit of the people will give in, and the 
whole amount of the required capital would be 
subscribed. Tilak Swaraj Fund raised an amount 
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of one crore of rupees mostly from the subscrip- 
tion of annas 4 per head, and if one rupee per head 
is subscribed, India can raise 35 crores a year 
when the money is not spent in charity but in 
development of the industry of the country in which 
the financial well-being of the people is bound up 
and in which investment people will get more 
interest than Postal Savings Bank deposit. 

The capital will be contributed not only by the 
rich and upper middle class but by the poor classes 
also. 


Actuated by nobler feeling for service of India 
and coupled with the safeguards as to the minimum 
return on the investment, the wealth of India can 
be mobilised and the capital required for ten years 
can be raised from India alone. In order to 
make the Loan popular — it can be raised through 
post office and poorer class will be*attracted by the 
Loan Bond of lower denomination. Sometimes the 
demand for loans is made on the Indian public 
by the Cen’tral Government as well as the Public 
Bodies. Under the circumstances, the loans under 
the Ten Year Plan can onljf be raised at a time 
when the market will be favourable for raising 
such loans. 
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Congress and the Ten Year Plan. 

The original idea of starting G)ngress in India 
Origin and focus the public Opinion in 

growth of criticising the administration of the 

Congress. , 

country as well as to secure such 
democratic Government where the people may have 
the controlling voice. In th^ later stage it took 
the form of Dominion Status and with some 
extreme section an independent country without 
the British connection. In the year 1905 
Swadeshi movement was started in Bengal, and 
Boycott of the British goods was resorted to as a 
weapon to induce the Government to cancel Bengal 
partition. As result of this movement, Bengal 
started Cotton Mills, Life Insurance Companies 
and some Banks and the educated communities 
were more attracted to business. In 1911 the 
partition was annulled by His Majesty the King 
Elmperor. This ushered in a period of peace 
and contentment in the country till the Great 
European War broke out in 1914. India iielped 
the British Government with men and money. 
The British Govern^hent by its Declaration in 
1917 roused an expectation in the Indian minds 
that self government in real shape will be 
^[ranted to India. The Mont-Ford Scheme in the 
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Government was introduced, but it could not 
satisfy the Congress — which started Non-co- 
operation movement in the year 1921 under the 
guidance of the Hero of the South African campaign 
whose selfless devotion to the cause of the country 
coupled with the past experience in the line made 
him at once the uncrowned Leader of the country. 
While Bengal started the Swadeshi agitation and 
wanted to stop the import of English piece-goods 
through starting of the mills with modern 
machineries, the Non-co-operation movement 
started with Khadder and anti 'mill propaganda. 
The entire educated community, the males and 
females were stirred up with the idea of making 
India self-sufficient regarding the supply of piece- 
goods through Charka and Khadder movement, 
and thereby making additional income during 
leisure hours and they took to it ; subsequently 
this Charka was followed by more handy Tackli 
movement, and we could find people going in a 
tram or sitting at home spiiming thread through 
Tackli — the successor of Charka and at present 
out of the 1000 men engaged in Charka-Tackli acti- 
vity 999 at least have given it up. The reason 
lies in the fact that thd economic side does not 
appeal to them though some of them are still 
using Khadder. There can be np gains^ing 
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the fact that as India produces more Khadder 
there will be less imports of the foreign goods and 
had it been possible to stop the entire or substan> 
tial portion of foreign piece-goods through Khadder 
movement — it would have been a proud day for 
India. . Let us see the effect of the Khadder 
movement on the import of the foreign goods ; — 

In crores of rupees. 


1919 



P • 

59.08 

1920 



c 

* 

102.12 

1921 



» • 

56.94 

1922 



O • 

70.13 

1923 




67.48 

1924 




82.33 

1925 




65.67 

1926 




65.05 

1927 




65.16 

1928 



• • 

63.24 

1929 



• • 

59.49 

1930-31 



• » 

25.25 

1931-32 



• 0 

19.15 


So it is found that Khadder movement has not 
as yet been able to make any appreciable reduction 
of foreign import ; o,n the other hand foreign import 
increased during the heyday of Khadder movement, 
and heavy reduction of foreign import in last two 
years is due to increase of looms and spindles. 

As to the Anti-mill propaganda of 
Congress. — ^Another movement with Charka 
was an Anti-mill and machinery propaganda 
undertaken by the Congress in the early part of 
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Non-co-operation movement. In these days of 
machinery this movement appeared to be a very 
Interesting one. It owed its origin to the orthodox 
doctrines of socialism which characterise machinery 
as jhe devilish invention of capitalist concerns. 
But this is never followed by any one in- the 
world and lies more in the doctrine than in actual 
practice. Let us quote James E. Le Possignol 
on his “ What Is Socialism 

“ The introduction of labour-saving machinery 
and improved methods of production creates a 
vast reseive army of the unemployed, and im- 
poverishes the whole working-class, while the 
capitalists accumulate a mass of commodities 
which they can neither use nor sell. The result 
is chronic over-production and under-consumption, 
witli periodical crises, which threaten the very 
existence of the capitalistic system. This is the 
theory of crises taught by Robertus, Marx, and 
most orthodox socialists.” With regard to the 
introduction of power loom, Karl Marx says, 

‘‘ History discloses no tragedy more horrible than 
the gradual extinction of hand loom weavers.” 


The anti-mill and machinery propeiganda of 
Congress adop- the G>ngress owes its origin to the 


ted Karl Marx” 
Anti Mill * 
Theory. 


obsolete and exploded socialist creed 
which has got no adherei^ts in an^ 
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civilised part of the world except its new converts 
the G)ngress of India. Even in the country of 
Tolostoy — the Guru of Mahatma Gandhi — we find 
in Soviet Russia’s Five-Year Plan huge up-to-date 
machinery and plant have been started to produce 
manufactured articles at a competitive price. 

The theory of improved machinery displa- 
cing labour is not borne out by actual facts. 
Snenesare Labour Saving machinery, is not 
dbVia^'g^but displacing but employs 

employ more more labour. The chief reason lies 

labour. • i r i i i 

m the tact, that when mass produc- 
tion is made through improved machinery, the 
price of the manufactured goods falls, so that they 
can be disposed of in the international markets at 
a competitive price, so there will be good demands 
for the goods both at home as well as in the 
international markets necessitating employment of 
more machinery and there — with more labourers. 
Thus in the year 1820 there were about 1 1 1000 
operatives employed in the cotton spinning mills of 
England and in the year 1880 when imjjioved 
machinery were used there were 240000 men 
employed and at mu(;h higher wages. Similar 
instances can be found in the United States where 


3,800,000 were engaged in manufacturing and 
mechanical persuits and vrith introduction of more 
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improved machinery in 1910 there were 10,800,000 
men, i.e. more than 400 p.c. were employed in 
those industries. In 1880 there were 72,700 
printers, lithographers and pressmen in the United 
States, and after the introduction of Linotype and 
other labour saving machines there were over 
206,000 men in those industries. 


Higher wages and shorter time — that the men 
standard of employed in improved machinery 
macifine°«sing get high Wages and are employed 
countries. shorter time is even admitted by 

Karl Marx who calls them nominal wages but 
not real wages — but the fact Is that the purchasing 
power of wages has arisen in England, Germany, 
the United States and in all machine using 
countries while poverty and stagnation charac- 
terises the countries such as China, India and 
other backward countries of Asia who are using 
more hand looms and are depehdent on the foreign 
imports of the countries using labour saving 
machinery. 


This Is so well understood in England and the 


Socialism cry 
for improved 
machijiery. 


other countries that the socialist 
writers like Sydney and Beatrice 
Webb say in their Industrial 


Democracy, — " It is not the individual capitalists. 
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but the Trade Union which most strenuously 
insists on having the very latest improvements in 
machinery.” 

These are the stem facts of history and y<)u 
cannot, meet them by mere camouflage. 

An article has been issued in paper regarding 
the recent experience of Sir' Hari Singh Gour, 
Leader of a party of the Legislative Assembly 
of his China visit. There was a war between China 
and Japan. Japan used to sell a very considerable 
amount of its piece goods to China. Now China 
wants to boycott Japanese goods and use Indian 
made piece goods. Would you now export Khadder 
to China or send piece goods manufactured from 
your machinery ? 

Secondly. — ^The presei^t unfortunate position 
of India regarding its shipping, gunny, cotton, 
silk and other industries is due to the want of- 
adaptibility of the ptople to the modern appliance 
which came into existence on the introduction of 
steam power in England. The .civilized world 
utilised the invention to their advantage while India 
did not. So India lost her shipping trade ; its hand 
made gunny, cotton an^ silk were replaced by 
mass production through modern machinery 
driven by s^eam power. The mistake that India 
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committed about one hundred years ago is going 
to be repeated with the sanction of the Congress. 

Thirdly . — It is contradictory to preach anti- 
nyll and machinery doctrine but to use machine 
made goods. Even Swadeshi mill piece*'goods 
were tabood but not the foreign motor cars pro- 
duced from the foreign factories. If luxury flies 
by the backdoor in the use of Khadder as Sir P. C. 
Roy says but luxury enters through the front door 
when motor car is used. How ridiculous it looks 
when Khadder clad congress leaders riding in 
motor cars of foreign make, using petrol and motor 
parts owned by the foreigners preach the gospel 
of Khadder and anti-mill socialism. 

Fourthly. — If with starting of Non-co- 
operation movement cloth mills were started as were 
done in Bengal during the Swadeshi movement — 
India could have been blessed with more than 
hundred mills in piovinces like Bengal, Behar, 
Orissa, Assam, U. P., Madids, Punjab, which 
depend for theis piece goods either on the foreign 
imports * or on the Bombay mills. Cloth mills 
were then making profits, and their shares were in 
demand and India had at^hat time, just after the 
war, sufficient money to subscribe to the capital 
of piece-goods mills. So it lost one of the best 
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opportunity to start a good number of cotton mills 
in India to make India almost self-sufficient 
regarding its requirement of piece-goods. 

Fifthly. — Khadder propaganda are made by 
middle class educated ladies and youngmen but 
Congress holds no Immediate prospect of employ- 
ment for those cultured and self-sacrificing 
men and women. 

India is now keenly feeling a want of organi- 
sation that can tackle successfully the question of 
development of industries and thereby the solution 
of unemployment problem. India feels that the 
question of its economic development should not 
be left in the hands of a political organisation like 
Congress, but should be dealt by an entirely separate 
body just as Congress wants a separation of judi- 
ciary from the executive to get undiluted justice. 

Sixthly. — In any scheme of economic deve- 
lopment of India, Congress should join as this 
will mean more money to India and more peace 
and contentment in the country. 

The new ** Theory of Crisis ** as preached 
hy the Congrese leaders in imitation of Karl 
Marx '^theory of crif^is ”. — As a natural outcome 
of adopting th? Anti-mill theory of Karl Marx 
the congress leaders preach that the people of the 
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machine-using countries have got unemployment 
and the condition of those people is not good — ^and 
that if India uses up-to-date machineries — un- 
employment will increase in India. 

We have discussed elsewhere in a separate 
Chapter — that the facts are otherwise, for example-if 
the figure of unemployment in machine-using country 
is 1 lac or 2 lacs, in India it is I crore or 2 crores 
i.e. at least hundred times more. That in all 
advanced countries there is unemployment dole 
or relief — England spends annually about 60 crores 
— the India Government with its poor income 
can scarcely make any payment towards unemploy- 
ment. That the standard of living in machine- 
using countries is much higher than in India, 
China and in other countries not using machines. 
That the education and literacy of the machine- 
using countries is much greater than in India — who 
has got 7 p. c. literate only. 

That the sanitation of machine-using countries 
is bAter than that of India. 

The fact is — the machine-using countries have 
got sufficient revenue to spend over Nation-building 
Departments where-as Government of India with 
its poor incpme cannot do so. 
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Congress theory of income and expenses 
under Swaraj Government.— Now let us see 
how Congress wants to manage the administration 
of the country under Swaraj Government. In the 
most fundamental point we do not get much 
light from the Congress. Let us assume that full 
Swaraj is granted to India, and as no light has 
been thrown by the Congress a^ to the increase of 
the income we take the figure of the present income 
of India i.e. Rs. 124 crores a year for the Puma 
(full) Swaraj Government. But the Congress 
recommends the following reductions in expenditure 
in order to enable India to make a decent savings 
in the expenditure to spend in the Nation building 
department. 

(a) Reduction of cost of Civil Administra* 

tion. — ^The Congress has rightly pointed out that in 
comparison with jthe poor income of the people 
and of the Government, the expenses under the 
heading *Clvll Administration’ is disproportionately 
high. So they recommended th^ reduction of the 
present cost of Civil Administration. But if we 
are to judge the cost^'of administration of the 
Calcutta Municipality which is run by the 
Congress group, we will be sadly disappointed. 
T^e sample of reduction of management cost of 
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Calcutta Corporation under Congress leaders shows 
what the Swaraj Government will do when the 
administration of India will be handed over to them. 
Instead of reduction or any relief, the tax payer of 
Calcutta has to pay higher taxes under the prwent 
Corporation. So the statement of Congress as to 
reduction of the cost of Civil Administration 
should be taken at a discount, and though small 
reduction is possible it will be of little help to 
the country. 

(b) Reduction of Military cost. — Congress 
recommends Indianisation of the army and re- 
duction of the high military cost. Indianisation 
of the army may reduce the present military cost. 
But the defence of the frontier provinces and 
campaign against the frontier tribes absorb the 
major portion of the military cost and the frontier 
tribes will not be docile because India gets Swaraj 
but will be more turbulent ^nd troublesome. 
Again if it is possible to reduce the military cost 
by half through Indianisation of the army — India 
will have to shoulder huge cost of a well-equipped 
Navy for her very defence. The capital investment 
on Navy will have to be m^e through borrowings 
— the interest on the same would be a permanent 
charge on the Revenue of the countrjs — besid^ 
9 
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the huge cost of maintaining a well-equipped 
Navy. So any reduction of the present military 
cost will be counter balanced by cost of keeping 
Navy for defending 4000 miles of sea board of 
India. 

(c) Reduction of cost of interest by 
Repudiation of some Government Debts. — 

Out of the total debts of the Government amounting 
to Rs. 1212 crores interest yielding assets amount to 
Rs. 968 (Railway 751 crores) and total realisable 
assets to Rs. 1006 crores — so that the uncovered 
margin is Rs. 206 crores of rupees. If Repudiation 
of debt is at all possible, it will be a sum out of 
Rs. 206 crores. Out of this debt — if we take the 
figures of debt owned by the Indians which no sane 
persons will try to disown, — we will find that 
reduction of cost of interest by repudiation of some 
money borrowed in England is a very small sum. 
So we do not get much light from the Congress 
ways of thinking. 

(d) Now look to the other side of the 

question. — If India is granted full Swaraj — the 
first thing that India jyill demand is a protective 
tariff to safe-guard the National Industries — ^just 
as other countries have developed their industries 
in the beginning. Protective tarifi will mean less 
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import — just as we have got on sugar. The result 
has been that India Government has lost custom 
revenue of 50 p. c., i.e. about 5 crores in the year 
1933-34 over sugar import and they expect to lose 
another Rs. 5 crores in the year 1934-35 during 
which year India will be self contained regarding 
her sugar production. The protection under the 
Cotton Yarn Act has served to reduce the foreign 
import of piece goods thereby the custom duties 
in India. Sir George Schuster, the Finance member 
cays “India is one of those countries, for her main 
iource of revenue, in fact about two third of her tax 
revenue, in the post-war period, come from custom 
duties.” Now the more protective tariff in other 
Indian Industries under Swaraj Government would 
mean less import (so long the economic condition 
of people will remain as it is) and less custom 
duties — ^as custom duties on import form the 
major portion of revenue frqjn custom. If the 
Import stands at 239 crores (the average figure of 
the five normal years) the same will fall almost 
haIf»of it under fhe protective tariff of the Swaraj 
Government. So the income will fall proportionate- 
ly. Neither the Confess gives any light 
as to the increase of revenue under Income tax— • 
because Congress preaches cottage industries — so 
any increase of .revenue under incdhie tax*is 
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impossible and rather there is a possibility of its 
decrease. 

So we find that any decent reduction of 
expenses as adumbrated by the Gjngress is »not 
possible and that the present primary sources of 
Central Government revenue under the headings 
custom duties and income tax’ rather would 
suffer under Swaraj Government. 

What Congress should do. — We have seen 
that under the full Swaraj Government Congress 
ways of thinking will not be of much practical 
help. The first and foremost consideration either 
of the Congress or of the Government should be 
how to increase the purchasing power of the people. 
With the increase of the purchasing power, there 
will be increase of the import and therewith the 
custom duty and increase of revenue under Income 
Tax — the two principal sources of revenue of India 
Government. The purchasing power of the people 
will never increase unless India embarks upon a big 
scheme of Industrialisation of thfe country through 
up-to-date machineries. Some still holds the view 
that India being essentially an agricultural country — 
the agricultural uplift will raise the economic 
standard of its people. But the fact is otherwise. 
The mork agricultural produce, the Ifss price for 
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the same. But the manufactured goods are sold 
at a higher price. For example — at present jute is 
selling at Rs. 2-12 to Rs. 4'>8 per maund. But 
100 yards hessian which is produced from 24 
setflrs of mixed jute at a value of say Rs. 2-12 
fetches Rs. 11-4 i.e. more than 4 times the 'value 
of the raw jute. Unless the purchasing power 
of the people increase through industrialisa- 
tion of the country — the value of the agricultural 
produce will scarcely go up. For example — ^Tea 
is an agricultural produce. The monthly sale of 
the tea in Tata’s factory and subsidiary industries 
in Jamshedpur containing about 1 Lac souls is 
about one Lac of rupees. But we have shewn 
that the combined population of the three districts 
of Bengal containing 50 Lacs people do not consume 
monthly 1 Lac worth of tea. England which is 
essentially an Industrial country spends annually 
over Rs. 250 per head over import of food and 
provision. So the Congress’s Sdea of economic 
uplift through cottage industries with out-of-date 
method of 10,000 centuries old and the idea of 
economic' uplift through agricultural uplift are not 
borne by the actual facts and figures. The method 
for political salvation of oife country may vary in 
another country but not the method for economic 
salvation. The main principles of, practi^ 
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economics which is true of one country will be true 
in another country. If the purchasing power of the 
people of advanced nations have increased through 
industrialisation by the help of up-to-date 
machineries, the same will be true for India. Two 
and two will always make four and not three 'or 
five. ’ If through mesmerising influence of any big 
personality or of powerful Government, it appears 
for some time otherwise — the real truth will assert 
itself when that influence will go. If Congress 
does not feel competent enougfh to change their 
method of thinking, the best course for India will 
be to start a separate organisation to deal with this 
vital problem. It will be the primary duty of the 
Congress or any other organisation to increase the 
revenue of the Central Government and when 
that is done as chalked out in this book it will be 
an easy task for administration of the country. 
So long that is not done — a mere change in the 
Government will not be of much use to India — as 
India has fully realised that her Ministers could 
not do much in the Nation-Building departments 
for perpetual want of funds. 

In spite of full support of the people, the 
Civil Disobedi- foreign import of piece-goods increa- 

“f KhaJder 

for picketting movement and when the khadder 
shops selling i i , i 

foreign piece movement could not check the heavy 

good by running . • * i • 

ladies and importation 01 the foreign piece- 
four *jailsfa a goods — the Congress had to- resort 
sickening sight, picketting shops selling foreign 
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piece 'goods .But whatever justification there may be 
tor boycott movement of 1 905 during the Swadeshi 
movement in Bengal— it had no justification in the 
year 1930 and 1931. It is a sickening sight to see 
ladies and gentlemen courting jails as a result of 
piAetting foreign piece-goods shop— the picketing 
being rnade illegal through ordinances. The import 
of foreign piece-goods was made capital of during 
Iwycott movement and again during non-co-opera- 
tion days when khadder movement could not achieve 
its end. It is a slur on the intelligence and business 
capacity of the Indians to demonstrate before the 
world that India which exports raw cotton and 
cotton waste to the value of 80 crores to 96 crores 
a year cannot clothe herself though sufiicient 
protective tariff has been given to the cotton 
industry by passing the Gjtton Tariff Act and 
that the Congress had to resort to picketting and 
send their workers to jail to put a stop to foreign 
imports. Nejther the saner minds in India nor 
the world critics will ever approve of the activities 
of the Congress in this direction. 

The Congress should not h§ve undertaken any 

Inconsistency of anti-mill theory. But when they 

tkey should have been 

St's ^rvice ‘ consistent with their theory. They 

should hare should have either avoided riding in 
been requisitio- . i .1 • 11 

ned to use it to cars when they are specially 

h*a^to^of products of* the foreign factories or 
Bengal instead they should have started factories in 
of Khaddar India to manufacture motor cars 

movemen . which they could use. They should 
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not have used foreign ships in their sea voyage. 
They should have started shipping Companies for 
that purpose, or should have used India owned 
ships. In this way there are hundred and one 
things they are using which could have bfeen 
produced in India. Now there are other things 
which are pot less vital for the existence of a 
nation. The Congress idea of khadder movement 
possessed the best brains of India, and khadder 
was meant for economic uplift of India. But 
if economic uplift be the aim of the Congress 
how their best chemist we mean Sir P. C. Roy 
— the pride and glory of India can give up his 
test tubes to invent some chemical mixture to 
destroy the water-hyacinth of Bengal — ^which are 
yearly destroying crops on over 35 lac Bighas 
of land and making the once fertile soil of 
Bengal a desolate country ? At a rate of 
agricultural produce valued at Rs. 50 per bigha 
of land, Bengal is' yearly losing an income of 1 
crores of rupees. If Congress has any soft corner 
for the peasantry of the country — ^v/hy their chcfmist 
preach khadder for economic uplift leaving the 
people die of starvatioi}^ through the depredation 
of water-hyacinth of B^gal. For chemist of the 
Congress, which is of more service to the covmtry — 
kludder or destruction of water-hyacinth ? 



CHAPTER V 


Development Trust — an Antidote to Socialism. 

Corporate Life for gain can be traced to 
the instinct of insects such as ants and 
bees who earn jointly to participate in the gain 
jointly. 

In the prehistoric age as also in the present 
T- . . time traces of corporate life for gain 

Early history of ^ . m- i 

corporate bodies can DC lound amongst the uncivilised 
in England. . , . , . ... 

in their hunting expedition or in 
their warfare with the neighbouring races with 
the sole object of plunder and loot as we find 
amongst the present frontier tribes. In a more 
developed stage of society corporate bodies in the 
shape of partnership for carrying on business for 
gain were in vogue from time immemorial. Bigger 
corporate organisations for business were formed 
in England in the beginning of the 1 7th century. 
Palmgr, the reputed authority on the Company’s 
law, says that in England “ A Charter of incorpora- 
tion can only be granted by tlie Crown, for the 
constitution of corporations is one of the prero- 
gatives' vested in the Crown by the Common 
Law.” This power to incorporate by Charter has 
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always been sparingly exercised by the Crown 
and necessary delay and expenses in the proceedings 
for obtaining the Charter — concurring with the 
reluctance of the Crown to grant — has, for many 
years past, made a Charter a very exceptional mode 
of incorporation. One of the greatest advantages 
enjoyed by the members of the corporation incor- 
porated under the Royal Charter — unlike members 
of partnership business — is that‘ its members were 
originally under no liability for the debts of 
the corporation. This advantage was however 
removed subsequently by a Statute under which a 
considerable number of Banks and other concerns 
had from time to time incorporated with a 
liability attached to the shares in the capital and 
sometimes with additional liability of the like or 
double the amount in the event of winding up. 
Companies formed under the Royal Charter are : — 
The East India Company, incorporated by Queen 
Elezabeth, 31st December, 1600; The Hudson 
Bay Company, 1 670 ; The Bank of England 
incorporated in 1 674 ; The South Sea Company 
incorporated, 1711 ; The London Assurdnce Cor- 
poration, 1 720 ; Penirjsular and Oriental Steam 
Navigation Company, ‘1840 ; The British North 
Borneo Company, 1881 ; The British • South 
African Company, 1889. 
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Besides the Royal Chartered Corporations, 
Companies Some Companies were incoiporated 
Act of under the special Act of Parliament, 
Parliament. Since then, a great number of 
companies have been constituted and in particular 
in relation to Railway, Dock, Water-works, Gas- 
works and Tramway undertakings. 

A further groups of companies were started 

Formation of Seventeenth century generally 

unincorporated known as Unincorporated companies 
companies. • i i *• i 

constituted by contract. It was 

a time when men of business were beginning 
to recognise the advantage derivable from co- 
operation in commercial enterprise, the advantages 
which it offered, that is to say, on the one hand 
for raising funds for the purpose of large and 
more or less speculative undertakings by means 
of contributions from a number of small capitalists 
ready and willing to co-operate, %nd on the other 
hand of minimising the risk by spreading the 
liability. The di^iculty was how to secure these 
advantage. A Charter was too costly, and a special 
Act of Parliament was impracticable. Business men 
had to devise for themselv&s anew form of part- 
nership which should possess the advantages as 
nearly as might be of a Chartered corpomtion an^ 
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in particular should have shares of fixed amount 
freely transferable by the holders. The outcome 
of these commercial needs was the unincorporated 
company, the lineal ancestor of the ordinary com- 
pany under Gimpanies Act, 1862 and its amending 
Acts, now reproduced and consolidated in the 
Acts of 1 908 and 1 929 — says Palmer. 


Then come the Companies Acts of 1862 to 
Origin of Com- (subsequently amended in 

F^giand^'^'” 1929). This was a master-piece of 
legislation. The main object was 
to throw open to all the coveted privileges of carry- 
ing on business with limited liability, and the 
great boon of limited liability was secured by 
insertion in the memorandum, as part of the name 
of the Company, of the magic word “ Limited ” 
and since the passing of the Companies Acts there 
have been floate*d thousand and one kinds of 


companies in the United Kingdom — such as mills, 
factories, shipping, iron and tsteel companies, 
motor car manufacturing companies, insurance. 
Banking, Tea, Rubber Companies, etc. and 
have been trading in oV outside England and some 
of them have been paying good dividend to their 
share-holders. 
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So we see how corporate bodies developed 
Origin of Socia- in England through successive stages 
Md in Euro-'^°‘* ffojn simple partnership business ta 
pean Countries. Companies Act. With the intToduC- 

tioit of improved machinery and steam power, new 
life was infused in manufacture and other conimer- 
cial enterprises. There were more demands for 
workers and the Companies as capitalist concerns 
used to employ labourers on scanty remuneration 
and on more hours — so as to enable the companies 
to pay more and more profits to the share-holders. 
This was a monstrous inequity of the companies 
formed under the Companies Act. This principle 
was followed not only in England but in other 
parts of Europe and America, where capitalist 
concerns had been formed and improved machine- 
ries were introduced. Against this inequity. Socia- 
lism was started which wanted in the early part 
to bring in a more improved condition of labours 
i.e. less time, more pay and better treatment from 
these capitalist concerns. The labourers formed 
Trad^ Unions in England. These Associations which 
in Common Law were illegal as was supposed restraint 
of trade, were legalised to sqme extent by the Trade 
Union Acts, 1871 and 1876.* The Companies Acts, 

1 862 — 1 867 are not to apply to any Trade Union and 
registration of Trade Union under them *is void, 
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As Socialism developed, they indulged in more 
^ fantastic idea regarding Capitalism, 

theories of Karl Marx’s socialism found fault 

Socialism. • i i i r * l 

with the employment or improved 
machineries as labour displacing machineries * and 
enunciated the “ theories of crisis ” and “ surplus 
value”. The socialist from. Marx down-wards cry 
down capitalist concerns and dream of an ideal 
society where there will be no capitalist concerns 
but all the capitals will be owned by the labourers. 
But the saner socialists often preach that the 
social revolution rnay come, not as a sudden 
cataclysm but rather by gradual process of industrial 
evolution. ” They repudiate the dictatorship of 
the Proleterate, being aghast at the terrible doings 
in Russia and even disown the revolution, their 
own child, as an untimely birth, and because it has 
contrary to expectation, both teeth and claws ” — 
says James Possignol. 

Neither the extreme Capitalism nor the extreme 

Neither Capita- Socialism can be the future order of 

lism nor Socia- the Society. There will be need of 

lism shall be /i • i mi i i r 

the future order Capital and there will be need of 

of Society. i i r * t ^ 

labour ibr manufacture and commer- 
cial purpose and one cannot do without the other, 
yhe more intelligent labourers will get more 
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remuneration and if they can hoard some wealth 
they play the roll of capitalist. The Labourer 
becomes Capitalist ; so we find an engine driver 
becoming Prime-Minister of England and we know 
another labourer from Log Cabin to White Hall 
as President of United States of America. — 
Carnegie and Ford are not the solitary examples of 
humble labourer in beginning of life becoming multi 
millionaires in after life. Instances can be .multi- 
plied from the history of the every country 
Illustrating the fact that an humble labourer in the 
beginning of life becoming millionaire in after life. 
Now Soviet Russia, a Proleterate state is under- 
taking manufacture and agriculture through collec- 
tivism of firms on a gigantic scale under its Five 
Year Plan. The pay of the labourers differs 
according to their qualifications and the adminis- 
trative officers of the Soviet Russia are employing 
millions under them. Though, hoarding is not 
allowed in Soviet Russia yet this principle is 
suicidal and will in the end defeat the very object 
of socialism. Mr. Edward FI. Adams in his book 
“ Inhumanity of Socialism ” puts the case very 
strongly thus “ The accunf^lating man is essential 
to social saving. Social saving is essential to the 
support of an increasing population. Therefore 
socialism by eleminating the capitalist would make 
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life impossible to many who live now.” So far as 
to Socialism as an antithesis of Capitalism which 
developed specially through the corporate organi- 
sations of the advanced countries of Europe and 
Amefica. Now let us trace the corporate Life 
in India. 

Though before the dawn of European civiliza- 
Corporate Life tion, trade and commerce flourished 
m India. India and the Indian sailing 

vessels used to visit the foreign coasts with 
mercandise, corporate bodies, excepting the 
membership being confined amongst one’s own 
family, were not much in evidence in India, 
The best form of corporate life is found in the 
Indian joint family system ; and there are still 
existing joint family business bequeathed from 
sire to sons, specially the Banking business. Indian 
manufacture of silk, muslin and other cotton goods 
and hand loom gunny were the products of the 
joint family. Save and except the above, 
partnership business or bigger Chartered or other 
corporations as we find in England and in other 
advanced countries \yere rarely in existence in 
India. On passing bf the Indian Companies 
Act, 1888 modelled on the English Companies 
Act of 1862, corporate bodies in India began to 
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grow, and it must be admitted that in the 
domain of corporate life India lags three centuries 
behind England and other European countries. 
The principal reasons lie in the fact, as at present, 
En^and had to depend on the foreign countries 
for its very food and clothing while India had 
sufficient food and clothing ; it used to sell and 
export its surplus manufactured goods to foreign 
countries in exchange of gold and precious metals. 
So we see that instead of passing through the 
training period of partnership business, the bigger 
corporate organisations under Royal charter or 
special Acts of Parliament, the privileges of forming 
corporate bodies were granted to India through 
passing of the Indian Companies Act of 1 888 and 
since then cotton mills of Bombay, Tea gardens 
and Loan companies in Bengal, Insurance companies 
in Bombay and other parts of India, Steel factories 
in- Behar, Woolen Mills in U. P. and the Punjab 
sprung up. Though India began to form corporate 
bodies in a very later stage, yet the abuses were 
few ajid far between, and if statistics are now 
taken, it will be found that failures are more 
common among the for^gn companies than 
amongst the Indian Complies. Even in the 
afterwar floatations the Indians lost more money 
in the companies started in India by the English 
10 
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firms than in the Indian concerns. Now let us take 
a comparative survey of companies started in 
India and England. 


Number of Companies Registered in England 
and in India. 



In England. 

In India. 

In 1929 

9099 

839 

1928 

9522 

726 

1927 

8850 

626 

1926 

8288 

529 

1925 

8529 

472 

1924 

8464 

416 

1923 

8466 

430 

1922 

8495 

496 

1921 

6834 

717 

1920 

non 


1919 

10725 

In 1913-14 

1918 

3504 

356 

1917 

3963 


1916 

3393 


1915 

4064 



We have seen how with the development .of 
bigger corpoiate bodies and with 
the employment of improved machi» 
neries and there \^th more labourers 
Socialism developed in England and 
in other European countries. There 
are over 6000 companies working in India and the 
total capital of those companies comes to about 
286 ctoxfis. The illeterate labourers that are 


Number of 
] oint-Stock 
Companies in 
existence in 
India with 
paid up capital 
and labours. 
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employed in the big organisations comes to about 
15 lacs. Already Trade Unions have been formed 
and there are frequent strikes amongst the labourers 
for more wages and better treatment. Now 
it is the next step to develop Socialism as we 
find in Europe. On the one hand the big European 
firms have monopoliged all the countries trade and 
are making tons of money, on the other hand there 
is an appallng distress and unemployment amongst 
the educated youngmen of India. Though there 
is no statistics of unemployed in India, yet we will 
not be wrong if we put their figure to 10 to 20 
mdlions unemployed in India who are actually 
starving without any employment, doles or 
relief from the Government. The political 
movement in India is marshalled by this vast 
army of unemployed who are making any 
amount of sacrifice for the political advancement 
of India. Because rightly or wsongly the idea has 
gained ground in India that unless the present 
machinery is changed, there is no salvation of the 
country pnd sofution of unemployment. As a 
result of the sacrifice made by these youngmen, 
India is going to get a che(\^ge in the Government 
in the shape of new reforms, but it is very dubious 
whether that will lead to the solution of the most 
vital problejm i,e, economic autonomy of IndTa 
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and along with it the solution of unemployment 
problem. A disappointment in this direction will 
lead to a serious crisis in India. It will be worse 
than the rank Socialism in Europe. If the European 
mercantile community as well as the Government 
be prudent enough they can take the winds out of 
the sail of political unrest and bring in peace and 
contentment in the country by helping India to 
start Industries on an extensive scale so that the 
Indian youths can find employment and the 
producers of the agricultural goods can get higher 
prices for their products. 

There is another class of corporate bodies 

Origin of Co- formed to carry on 

operative business in a limited scope under 

Societies. . o • • a i • i 

Co-operative Societies Act which 
was passed in India in 1912. The genisis of the 
Co-operative movement can be traced to Germany 
in the later part of the 19th Century where few 
indigent people, having been denied individual 
credit, joined together and established credit on 
their joint liability. And since 'its inceptiorr it is 
the more needy and poor class such as labourers 
and agriculturists of tba society that combine for 
supply of their personal needs and wants on co- 
operative basis and as such the earning capacities 
df the CoAjperative Societies ar? very .limited and 
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the general rules of the society lay down that the 
dividend on the share capital of such societies can 
not he declared and paid for more than 12 p.c. 
in a yeai . These corporate bodies catered for 
men in lower strata of society but as time rolled 
on* the middle class people took advantage of this 
co-operative system and formed various types of 
co-operative societies. 

The main advantages and disadvantages 
of corporations formed under Joint Stock 
Companies Act and Co-operative Societies 
Act, are the following : — 

(a) In a corporation formed under Joint 
^ ^ ^ Stock Companies Act the liability of 
Joint-stock the members are limited and the 

CoiDpanies. i i ‘if ii i 

shares can be raised trom all classes 
of people far and near ; and shares are transferable. 
These are the advantages. 

The disadvantages of corporate bodies formed 

Disadvantages Joint-Stock Companies Act are 

oi Joint Stock (1) Loss of capitah — Indian capital is 

Companies. Ill C 1 £ 

generally shy. oo any loss or capital 

in any concern r^cts on the whole Joint-Stock 
Companies under Indian management. Principally 
the loss is due to one or more of the following 
facts : — 

(a) Through mismanagement 
fb) Through speculative venture 
(c) Through under capitalisation 
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(d) Through world competition either by 
better process of production or by 
Exchange policy. 

(II) Inequitious distribution of profits. 

The disadvantages lie in the fact that share 
Want of Direct Capital may be lost through mis- 
Registra/jotat- management and speculation over 
stock companies. , the Registrar of Joint Stock 

Companies have no control, hi^ office is a mere 
“Post Office” as a High Court Judge said. — If 
England loses about 60 per cent of the Capital any 
loss of share Capital of the Indians who are shy of 
such investment react on the progress and develop- 
ment of joint stock companies in India. 

Total number of Companies in existence and 
their Aggregate paid up Capital 



In England. 

Total amount of 


Number of companies 

paid-up capital. 


in existence. 

(in crores of pounds.) 

1929 

108,698 

£520 

1928 

105,729 

£497 

1927 

101,931 

£485 

1926 

97,588 

£463 

1925 

95,055 

£426 

1924 

90,918 

£418 

1923 

87,930 

£410 

1922 

87,104 


1921 

79,994 

£350 

1920 

79,541 

£308 

1919 

73,?40 

£280 

1918 

66,852 

£273 

1917 

66,456 

£273 

1916 

66,094 

£271 

1915 

65,986 

£265 
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The total number of Joint-stock companies in 
existence in England in the year 1929 are 108,689 
with paid up capital of about Rs. 8000 crores. 
Whereas in India the total number of Joint-stock 
companies that are in existence are 6919 in 1929-30 
with paid up capital of Rs. 286 crores. From 
the above account it can be seen that if the com- 
panies that are in existence in 1915 in England 
are taken as continuing, there were over one lac 
13 thousand new floatations between 1916 to 
1929. Total 108,698 companies were in existence in 
1929. So there is an average loss of over 60 p.c. 
of the companies that were started in England 
between 1916 to 1929. 

In case of mill and factory started under 
Inequities of Companies law — the management 

formed under appropriate all the profits to be paid 
compmueslaw. holdeTS. The WOrkctS 

and labourers get merely living wages. These are 
the disadvantages. This can b*e explained by one 
illustration ; — 

In the last war — the jute mills of Bengal 
Inequities of registered mostly under the Indian 

Joint-Stock ^ • a . i j ..L 

Companies : an Companies *Act and some under the 

Example. English Gsmpanies Act made huge 

profits. But those who primarily contributed and 

worked for such success, we mean, the jute groMtprs 
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and mill labourers are left out of account in 
distribution of these profits. To an ordinary eye 
it is a monstrous injustice. But constituted, as the 
Directors of the mills are, they can not but ap- 
propriate all the profits and pay them to the shire 
holders. Their slogan is to purchase jute at the 
lowest market price without any consideration of 
the fact whether the price they dictate gives the 
jute growers a living wages or apy profit and they 
employ labourers at the cheapest market rate so 
that the management of the mills would be in a 
position to pay higher dividend to their share 
holdeis. These ate the underlying practices and 
we may call them the principles of the Companies 
Law and you can not blame the management for 
that. Our feeling generally goes for the poor jute 
growers and labourers of the mills but we are 
helpless. This illustrates conclusively in every 
point that corporate organisation under the present 
Comptuiies Act can not satisfy the ever increasing 
social demands. As a result we find there are 
strikes amongst the labourers, the management 
satisfy them by meeting their demands half-way 
leaving loophole for anotl}er strike on some other 
occasion. Some body may call these strike as disease 
of the industry ; but we say it is the natural out- 
coijie of unnatural adjustment created by the present 
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day G)mpanies law. The other party is the jute 
growers ; they grumble, they complain without any 
effect. These inequities you can not stop so long 
you worship in the Church of the Companies law. 
Just as office-jaun has replaced palanquine . and 
motor-car has taken the place of office-jaun, so the 
corporate organisatioirs under the Companies law 
are daily proving that they are antiquated and they 
have got to play a subordinate part in near future. 

In corporation foimed under Co-operative Act, 
^ ^ the articles and memorandum are 

Co-oporative Supplied by the Co-operative depart- 

Societies. e c i • • r 

ment tree of cost and registration tees 
are not charged. The Registrar of co-operative 
department takes a paternal care for the develop- 
ment of the society and often advances up to 10 
times the original share capital of the society and 
keeps a strong eye on the management of Co-opera- 
tive Societies. These are the advantages. 

But the disadvantages lie in the fact that share 

Disadv^ntaff holdprs are jointly and severally 
l^^operative liable for any debt or liability of 
the society farmed under the Co- 
operative Act. 

This scarces away the substantial people who 

are terribly afraid of any investment in Co^operativt 
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society as they may have to pay individually the 
whole losses of the Society incurred for mismanage- 
ment of other members. 

This is the greatest stumbling block for forma- 
tion of Co-operative societies. The dividend again 
is not very attractive. In case of limited liability 
Co-operative societies, they ' do not get financial 
help from the Co-operative department except 
against their own assets. 

So we see that corporate organisation for 
business under the present Joint 
of corporut^*”” Stock Companies law and Co-opera- 
som”ncwTct is *>^6 societies Acts are daily present- 
defweratum difficulties to ensurc all round 

social well-being specially among its 
share holders and other workers and as each of 
the above Acts are labouring under vital defects 
proving their total inability to cope with the 
present difficult * situation, in the evolution of 
corporate organisation, some Special Act is a 
great desideratum. 

If Capitalism is bad, Socialism is no better and 
A new Act viz. offers no. panacea to the evils. The 
remedies suggested by them are 
^corporate'*^ worse than the disease. If must 
bodies. Jje gajj tJie credit of Joint Stock 
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Companies that they brought in a period of 
economic development in the country ; the growth 
of Joint Stock Companies in any country is a 
unfailing barometer that augurs the financial well- 
being of the country and it must be said to the 
credit of Socialism that they have succeeded in 
great part to bring in more wages, better treatment 
to the labourers. But there are vital defects in 
both the system. So corporate bodies should be 
formed under some special Act, the Development 
Trust Act — with the preamble — it is to develop 
the resources of the country through corpo" 
rate bodies for the well being of its workers 
and co-workers, should be passed. This Act 
aims at doing away with the defects of corporate 
bodies formed under the Joint Slock Companies 
Act or Co-operative Act as well as giving fitting 
reply to the “ Scientific ” socialism preached by 
Karl Marx and other socialist of advanced school. 

Firstly . — This Act recognises the value of 
capital and as su|:h it reserves to it (a) safety by 
providing ’the Government guarantee of return of 
the capital within 15 to 20 years. 

(b) Yearly return on tke capital in shape of 
minimum guaranteed interest of 4 p.c. by the 
Government. 
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(c) Further return in shape of bonus upto 
3| p.c. on the profits earned by the corporation 
registered under the Development Trust Act. 

Secondly . — This Act secured to the workers 
who are generally known as labourers under 
capitalist corporation, (a) all the profits of the cor- 
poration minus the amount that is to be first ear- 
marked for 4 p.c. interest and then (b) for capital 
redemption fund, (c) the small per cent of 
the profit that is to be paid to the capitalist in 
shape of bonus. 

(d) Certain per cent in shape of bonus that is 
to be paid to the registered supplier of raw 
materials e.g. in jute mill, the actual growers 
supplying jute to jute mill, under this Act, 
started in Jute Centres. They may be called the 
Co-workers. 

While the Act secures the safety and return 
of capital, it pays to the actual registered growers 
and suppliers of raw materials a bonus on the profit 
over and above the market price of the commodity 
whenever possible, and it secured to the workers 
the balance of the profits of the corporation (in 
addition to the living, wages) registered under 
Development Trust Act. 

Thirdly . — ^The Act brings in more revenue 
te the Government in the shape of custom duties 
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and income-tax — the two principal sources of 
Government revenue in our country. The income 
tax should not be levied on the profits of the 
concerns but on the earning of workers and co- 
workers. 

Fourthly . — The Control and management 
being in the hand of expert business body to be 
nominated by the Government — the Government 
having the final say in the management — there will 
be less abuse and mismanagement. So there is 
nothing to be grumbled by any party associated 
directly or indirectly under corporation registered 
under the Development Trust .Act. 

We have seen that the total capital investment 
^ , of the iointstock companies registered 

indi? under Jjj India and working in India is 
len Year rian. 235 crores and the labour- 

ers that are employed in those Companies as well 
as those registered in England is about 15 lacs of 
people. But the share-holders and management of 
those, concerns absorb whole of the profit the 
labourers are paid a very small remuneration some- 
times only a living wages. But the capital we 
propose to raise for the corporations under the 
Development Trust will be Rs. 200 crores for the 
first ten years from India and if the Native State 
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come forward another 100 crores can be raised 
and further sum of 1 00 crores for the subsequent 
5 to 10 years’ time in the light of experience we 
gain in the first ten years. Now the profits earned 
on the capital of the concerns raised in England 
as well as in other foreign countries coupled with 
the income ^ of the management of those foreign 
concerns go to England and other foreign countries, 
but the income of the corporations registered under 
the Development Trust will be utilised in India. 
If the conversion of raw materials of 150 crores 
yields on an average price of Rs. 375 crores we may 
asume that the income of the workers and co-workers 
will come roughly a sum of Rs. 150 crores, besides 
opening of new Steel Factories, Ship-building, 
Shipping, Motor Car Industry, etc. will bring in 
another Rs. 100 crores to the workers. Besides the 
freight and fare of the existing shipping companies 
come to about Rs. 57 crores. If India can capture 
one half of shipping trade her income <?n that 
account will come to about Rs. 70 to 80 crores, 
add to that the income of the chip building and 
sugar industry, insurance and other industries will 
bring to India a sum of^ rupees not less than 500 to 
1000 crores a year. TMs huge amount will lead to 
the development of other industries. So we will 
n^t be surprised if we find that in course of 10 or 
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15 yeais about two crores of its people are being 
employed directly or indirectly in some business 
concerns in India, and calculating on an average 
five per bead of the earning member, India will 
be* in a position to support 10 crores of people 
through industrialisation on a bigger scale. • 

Utility of Development Trust ‘Act. 

Development Trust Act will not only be an 
answer to Socialism in India and other parts of 
the world but it will be the principal machinery to 
start jute mill, shipping, ship-building, steel 
factories, motor car factories and other industries 
under Ten Year Plan in India. 



CHAPTER VI. 

ROMANCE OF JUTE. 


The value of export of raw jute and hand 
loom ^nny from Rs. 41 lacs in the 

Sens'*tional /r i n A/' 

devei ''infnt year 1850 — 51 to Rs. 96 crores in 

of jiitt • 11 *11 

the year is really a sensational and 
surprising development. Jute is the greatest 
economic factor in Bengal with a small portion 
of Assam and Behar. The rise in prices of jute 
is synonimous with the rise of purchasing power 
of the people of Bengal and results in the rise 
in import while low value of jute means decreasing 
purchasing power of the people with fall in import. 
There is no other single exportable commodity in 
Bengal which has such a tremendous economic 
influence on the wealth or woe of the people as 
jute has. 


The importance of jute trade of Bengal can 
be realised when we consider that Bengal enjoys 
the monopoly of the jute trade o^ the world. Had 
there been a Bengal Gandhi, he would have 
preached first the cult of jute spinning and weaving 
as a potent means to raise the economic standard 
of Bengal. So vast are the possibilities of jute 
nianufactu,re, so unique is the position of Bengal 
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that it required the brain of Tata to do justice to it. 
Inclusive of home consumption jute trade alone 
brings to Bengal a sum of over Rs. 100 crores in 
good year — while the income out of export of raw 
cotton and cotton waste is spread all over India 
specially of Central India and Bombay the whole 
income of jute is confined to Bengal. 


The Early History of Jute Trad^, 

The jute spinning and weaving by hand was 
extensively practised by the Bengalees for cordage 
and cloth for bedding, screens, garments of the 
poorer classes and for many other domestic 
purposes from the early part of the last century. 
“ In the early fortees the cloth (jute) came to be 
exported from Calcutta to North America and the 
Bombay Coast for cotton packing and more 
extensively as bags for exporting sugar and other 
produce to all parts of the world ” — says Mr, D. R. 
Wallace. 


As to the extensive use of jute and hand made 
gunny, we quote from the “ Fibrous plants of 
India *’ an admirable work of Dr. Forbes Royle 
published in 1855. The following is the vivid 
picture of the jute industry and the importance 
it had then acquired in supplying markets outside 
of Inch'd with band loom gunny cloth and bags. 

“ The great trade and principal employment 


Early jute 
manufacture 
as a cottage 
industry of the 
Hindus, 


of jute is for the manufacture of 
gunny dmts or chuttees, i.e. lengths 
suitable for making bags. This 
industry forms the grand domestic 


It 
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manufacture of all the populous eastern districts 
of Lower Bengal. It pervades all classes, and 
penetrates into every household. Men, women, 
and children find occupation therein. Boatmen in 
their spare moments, husbandmen, palankeen- 
carriers and domestic servants ; everybody in fact, 
bein: Hindus — for Mussulmans, spin cotton only, 
pass \c3^ir leisure moments, distaff in hand, spinning 
gunny 


Its preparation together with the weaving into 
lengths, foims the never falling re- 

TIow Hm lu 

vvM.)ws i' irricd soufce of that most humble, patient 

iihMi- livi'linood - > 

(hioiici’i juto and d^s 

HI iiuiliictiirf' Tl*! ‘1 lllf T 

niudu Widow, saved by law from tne 
pyre, but condemned by opinion and custom for 
the remainder of her days, liter ally to sackcloth 
and ashes, and the lowest domestic drudgeiy ia 
the very household where once, perhaps, her will 
was law. This manufacture spares her from being 
a charge on hei family — s!ie can always earn her 
bread Amongst these causes will be discerned 
the very low prices at which gunny manufactures 
are produced in Bengal, and which have attracted 
the demand of the whole commercial world. 
There is, perhaps, no other article so universally 
diffused over the Globe as the Indian gunny bag. 
All the finer and long stapled jute is reserved for the 
export trade, in which it bears a comparatively 
high price. The short staple serves for the local 
manufactures and it may be remaiked, that a given 
weight of gunny bag may be purchased at about 


plsed of created beings, the 
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The first experiments made with jute by 
First e:.pcriment Dundee spinnefs on their flax and 
machineV^as machinery before the year 1 838 

a iailure. were not a success, and in the market 

quotations of the time — “ Warranted free f?om 
Indi^q Jute ” — became a standing condition of 
business^- -!t may have been, that the earlier parcels 
were not true jute but some of the more inferior 
fibres allied to it. However, that may be about 
1838, fresh trials were made on a parcel of forty 
tons imported by a sailing ship Captain. These 
trials clearly demonstrated the adaptability and 
commercial value of the fibre spun by machinery 
into yarns for common wrappers and packing pur- 
poses and resulted in establishing the Dundee jute 
industry. 

So from 1838 the Scotchmen introduced jute 
spinning and weaving in Dundee. They were 
competing successfully with the hand made gunny 
for cotton packing in Bombay till mill in Bengal 
was started. 

History of Spinning and Weaving Mills in Bdngal. 


“ Fortunes had already been made by Scotch- 
men in spinning and weaving of jute in Dundee 
prior to 1855, i.e. during a period of 17 years 
from 18,38. But it was left to an Englishman. 
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(Mr. George Aclancl) in that year to introduce 
jute spinning machinery to the Hooghly — says 
Mr. Wallace, 

We find the follotving from his admirable Book 
“ Romance of Jute.” — 

“Mr. George Aciand began life as a middy. 
Leaving the blast India Marine Service as a young 
man he turned to commerce in Ceylon, was 
successful and for some time a non-official member 
ot the Legislative Council there, before he thought 
of fresh fields in Bengal. He arrived in Calcutta 
about 1853 and got into touch with the management 
of the paper works, then at Serampore, where 
experiments were being tried with country grasses 
and fibre plants to improve the quality or cheapen 
the manufacture of paper. Aciand ’s genius caught 
on to Rhea as a possible rival to flax and hemp. 
With this in view he secured permission to plant 
Rhea between Bally and Serampore on the sides 
of the East Indian Railway track, then under 
construction. 


In |1B54 he 


proceeded home to interview 


Mr. A.clanrrs 
Subsequent 
Experiment 
with jut? — 
initial difl5cul- 
ties and success. 


machinery inakers taking with him 
some rough samples of Rhea ribbons. 
His scheme did not meet with much 
encouragement, and it was his inter- 
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view with Mr. John Kerr of the Douglas 
Foundry then the leading light in the con- 
struction of flax and jute preparing machinery 
in Dundee, that put him on the tract of jute. 
After inspecting the Rhea samples, Mr. Kerr 
said, — “ Though gunny stuff like that could never 
be worked to compete with flax or hemp for twine 
or cloth. It would be more practical to take jute 
machinery to Bengal where the jtite comes from and 
spin it there.” He accompanied Mr, Acland over 
some of the Dundee jute spinning mills and the 
Interview ended in the placing of orders with Mr. 
Kerr for a few system of preparing and spinning 
machinery and getting plans from him for the 
erection of buildings and driving arrangements. 

He returned the same year with his two sons, 
Charles and Fred, and a few Dundee mill mechanics 
and overseers the principal being Mr. Finlay, 
who brought his, two boys with him — one of 
whom John, late of the Hastings Mills still survives 
and pays us an occasional cold- weather visit. 

Mr. Acland himself superintended the*buildings 
on a piece of land at Rishra (the site of the present 
Wellington Mills) near* Serampore, which he had 
acquired before proceeding to Europe, The 
land form/xl part of the Garden House property 
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at one time owned by Warren Hastings. Here 
in 1855 the first machine spun jute yams were 
made. From this modest beginning, giving an 
output of 8 tons per day, our jute industry has 
risen, till the year 1909 turns out the cojossal 
figure of 2,500 tons daily or over three times as 
much as Dundee produces. 

About 1857 Mr. Acland introduced a small 
number of frame hand looms for weaving coarse 
gunny fabrics to compete with the country 
hand-made cloth trade. It was left to a later mill, 
however, to initiate the power loom two years later. 

When the mutiny broke out at Barrackpore 
in 1857 Mr. Acland became nervous about the 
safety of his property and conceived the idea of 
soliciting the military authorities to provide an 
armed guard. With this object he despatched 
his son Charles with one of the mill assistants to 
put his request before General Hearsey, then 
in conimand at Barrackpore. After hearing their 
message the Gqperal said — “ Go back and tell 
your master there is as much chance of the rebels 
looting his place as there is of them cutting my 
throat”. The General’s %issurance was not good 
enough for Mr. Acland. He hired a number of 
seamen from the Sailors* Home in Cialcutta and 
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armed them with muzzle-loading shot guns to guard 
his property along with the European staff of the 
mill. The company had a spell of good fortune ; 
but success led to lavish expenditure and it got 
into serious difficulties about 1867, when Mr. 
Acland’s interest ceased. 

TTie Company was wound up in 1868 and the 
mill was partially closed down till 1872, when it 
was re-started and worked with varying success 
for some years as “ The Calcutta Jute Mills Co., 
Ltd., and latter as The Wellington Jute Mills ”, 
till it was ultimately acquired by the Champdany 
Company who now work it as their branch mill. 

The Barnagore Company and the Power Loom. 

In the Mutiny year Mr. George Henderson 
senior, of the firm of Messrs. George Henderson 
& Company, while on a visit to Calcutta met the 
Aclands and there was a chance at one time of 
his firm undertaking the agency of the Rishra 
concern. But instead, Mr. Henderson persuaded the 
Borneo Company, for whom his Calcutta firm were 
agents and who then had a huge amount of idle 
capital on their hands, to invest a few lacs in the 
erection of a jute mill. The Borneo Jute Company 
which was the first of the home registered companies, 
started work in the beginning of 1859 and to it is 
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due the credit of introducing the power loom for 
jute cloth, just 74 years ago. Having none of the 
financial difficulties of the Aclands to contend 
with, they kept going ahead, doubling their works 
in f^64 and having cleared their capital twice oyer 
by 1872, floated their works into a limited liability 
company, the present “ Bamagore Jute Manu- 
facturing Company Ltd. ” with 512 looms and a 
capital considerably over the value of the property. 
It was the late Mr. Thomas Duff — founder of the 
firm of Messrs. Thomas Duff & Co., Ltd. — who 
successfully managed the Borneo Co., in the agents’ 
office during the first 10 years of its existence. 

New MiUs Erected 1860—70. 

About the year 1862 the two doctors’ mills were 
floated, the Gouripore and the Serajgunge. TTie 
principal promoter of the former was Dr. Barrie, 
some time connected with Messrs. Scott Thomson 
& Co., in conjunction with Mr. Smith of the 
Sugar Refinery, whose property the Gouripore 
Co., took over. The founder of the Serajgunge 
a home-registered Company, was Dr. Macdonnel, 
who knew something about tea. The buildings 
of the latter were wrecked in the earthquake of 
1897, when the Company was wound up and the, 



( 170 ) 

machinery brought down to Calcutta in 1899 and 
erected in the Delta Mills. 

The Gouripore Company work an up-to-date 
oil mill in conjunction with their jute busiress. 
TT»e revenue is not shown separately, but the 
oil material and stocks together with outstandings 
on oil shipments, aggregating a good round number 
of lacs in the half yearly accounts, would indicate 
that the oil department is a lemunerative adjunct 
to the Company. 

Next comes the India Jute Mills erected on 
the site of the old paper mill at Seram pore in 1866, 
really promoted by a Mr. Haworth but with capital 
provided by the partners of Messrs. Mackinnon 
Mackenzie & Co. 

The building on the India Mill compound, 
known as the “ Friend of India House ” was for 
many years occi'pied by the Marshman family 
and it was here that Havelock met his futtire wife 
Miss Marshman. The house was considerably 
altered by the Marshmans and there is a local 
tradition that the original portion was not unknown 
to Sir Philip Francis and Madam Grand. 

We have now got five mills with about 
950 loonr.s at work. Up to this time there was 
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very little export trade in gunnies beyond Burma. 
It was not found necessary to be particular about 
regularity in weights or count of the two or three 
qualities of bags in use. The buying and selling 
was beautifully simple, one rupee per inch . of 
length being the rule for price of D. W. cess 
and 2| ibs. twills. But it now became necessary 
to seek foreign outlets. The Borneo Co. made 
the first serious attempt about 1868 by shipping 
400 bales of their 2| lbs. twills as 2h lbs. 3 bushel 
twill bags to the United Kingdom. The result 
was disastrous. The bags averaged on arrival 
anything from 2 lbs. to 3 lbs., the shotting varied 
from 7 to 10 per inch and the result was a claim 
of a pound per bale. 

The average price of common to good jute in 
those days ran from Re. 1-12 to 

Howjulc 1 1 L • / ] 

cuttings won’ Rs. 3, pcT maunu, the chiet supply 

first utilized. • r o • I 

coming from borajgunge, supple- 
mented I with local Dessai. The jute wets not 
so heavilw rooted^ as now, but the mills had not 
the pm\»rful softners and improved machinery 
of to-day and were obliged to cut pretty freely. 
The cuttings were not utilized but were thrown 
away with the ashes on the river bank. About 
1866, however, Mr. Weskin, an Armenian gentleman 
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With American connections, who lived in what is 
now Mulick s Garden House adjoining the Rash- 
monee temple above Bamagore, persuaded the 
manager of the Borneo Mills to allow him to have 
mill s cuttings for the removal of them. Hand- 
screwed bales of 300 lbs. he shipped to America. 
The first venture being very successful, he secured 
other supplies on cheap terms and in a few years 
cleared enough money to induce him to turn his 
attention to start a small jute null in the com- 
pound of his house. But meantime he lost hia 
capital in speculations, and the buildings upto 
beam level, of this abortive attempt to start a 
jute mill, are still to be seen at the back of the 
Garden House where he lived. 

New Mills and New Markets. 

From 1868 to 1873 the five mills excepting the 
Rishra Mill simply coined money and brought the 
total of their looms up to 1250. 

To illustiate the prosperity ,of the in^^Justry at 
this period we may take the dividends pai^I by the 
Barnagore Company. On the working if their 
first half year 15 per Cent interim dividend was 
declared, which seemed to justify the enormous 
capital at which the Company was taken over from 
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the Borneo Co., and shares touched 68 per cent 
premium. The dividend for the first year ending 
August, 1873 was 25 per cent, for 1874 — ^20 per cent 
and for 1875 — 10 per cent. TTien came a change. 
Thg investing public had forgotten the effect of 
the Port Canning bubble and the condition of ‘the 
jute industry in 1872-73 seeming to offer a better 
return than coal or tea, both of which had just 
had a bit of boom, it was only necessary to issue a 
prospectus of a jute mill to have all the shares 
snapped up in a forenoon. 

The Alipore Jail Factory started in 1870 to 
make wrapper cloth for opium cases and currency 
bags, does not count, but in 1872-73 three new 
companies were floated locally the Fort Gloster, 
Budge Budge and Seebpore ; and two home 
companies the Champdany and the Samnugger — all 
of which commenced operations in 1874. In 1874-5 
eight other mills were launcl^ed — the Howrah, 
Orlenta* (now the Union), Asiatic (now the Soorah), 
Clive, Bengal Pressing and Manufacturing Co. 
(now 'the Belliaghatta Bamagore branch mill), 
Rustom]pe (now the Central), the Ganges, registered 
at Homt and the Hastings ‘JMilh owned by Messrs. 
Birkmyre' Bros., of Gourock fame. TTiirteen new 
companies coming on all of a heap and swelling 
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the total looms from 1250 up to 3,500 was more 
than the soundest industry could stand. Looking 
back, it is surprising that the mills did not suffer 
more than they did during the subsequent ten 
years’ struggle for markets. Excepting the ill- 
fated Pioneer Rishra Mill, the old companies 
weathered the stress. But four of the new con- 
cerns, the Oriental, Asiatic, Bengal Pressing and 
Manufacturing Co., and the Rustomjee became 
moribund to rvC -appear again, however, later on 
v.nder new names and management. The Fort 
Clostei a’so siiffe'e<l brdiy. 

Tbe ypnkee Jnslini:!. 

Some facts and inc.dcnts m connection with 
of these new companies may not be uninterest- 
ing. I he first in the field was the Fort Glosler — 
registered in 1872. The leading .spirit in the 
business was a Mr. Rishard Macallister, at one time 
a bus conducloi in Philadelphia. He came out 
to the Tudor Ice Company about 1869 and with 
Yankee instinct decided to have a hand in the 
golden pie. The Bowreah Estate with the old 
cotton mill on it, which dated back to 1818 but 
which had been silent for a long time, was then 
going a-begging. Macallister formed a small 
syndicate and acquired this fine property. They 



( 175 ) 


first utilized the old buildings and machinery to 
float a cotton mill and then launched the jute mill. 
It began work at the end of 1873 paid a 20 per 
cent dividend the first year, but for the next twelve 
yeai;^ had a very spasmodic career. After being 
silent for a year or two, when the 100 rujiee 
shares touched Rs. 8, it was restored about 1888 
and has done well ever since. While the Fort 
Gloster Mill was under construction Macallister 
floated the Oriental (now the Union) at Sealdah. 
A range of godowns, relics of the Port Canning 
scheme, were utilized in the building of the mill. 
This Company, like the Fort Gloster, had a 
very chequered existence until ultimately taken 
over by Messrs. Bird and Co., and reconstructed 
in 1 880 under its present name. 

Macallister was equally unhappy with his 
next attempt — the Rustomjee Twine and Canvas 
Factory, now the Centrifl. The idea was to work a 
kind of union canvas cloth with flax warp and jute 
filling. This was another case of many vicissitudes 
until it, .ame under the management of Messrs. 
Andrew Ifule and Co. with its present name about 

1890. 

Macallister was a bit of mechanical genius 
in his/ Vay and bis daring sometimes resulted in 
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curious experiments. To give an instance : when 
the Fort Gloster Mill first started to make lOJ lbs. 
woolpacks, a large percentage of the packs finished 
very light in weight. To overcome the difficulty 
the brilliant idea of making up the weight with fand 
occurred to him. With the assistance of the mill 
engineer a mechanical contrivance was rigged 
up consisting of a hopper fed with fine sand which 
was run into the mouth of tha light packs through 
a small orifice, into which was Inserted a jet of 
steam to make the sand penetrate the cloth. It 
is not on record as to whether this device was ever 
put into practice. But other less ingenious devices 
for various objects in mill processes have been 
experimented with in days less remote of which, 
however, it would be injudicious to say any more. 

The Orchard land taken over by Mr. Andrew 
Yule for the mill at Budge Budge, together with a 
beautiful villa on the river bank, long known as 
* Honeymoon Hall ’ was a favou'^ite holiday and 
week-end resort of Chief Justice Sir Barnes Peacock. 
This house and the still older Bowreah mansion 
on the opposite side were to the traveller on the 
journey up the river the first prominent 'signs of 
European life and a welcome relief from the dead 
flatness of the scenery on the lower reacfias. 
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The Asiatic, now the Soorah, was started by 
Mr. Charles Smith already referred to in connection 
with the Aclands. He conceived the idea of sending 
out second-hand machinery to start a small mill. 
Aftgr leaving the Acland’s mill he went into business 
again at Home and got into difficulties, but bding 
very popular with the spinners in Dundee they 
gave him what he wanted on easy terms. With 
this second-hand stock, supplemented by a sprinkl- 
ing of new machinery, all sent out via the Cape, 
he started the construction of the mill at Narcol- 
danga, partly using old buildings on the property. 
Smith, being an old man, did not wait to see the 
mill start, but took his profit from the firm of 
Jews who had financed him in the venture and 
retired. 

The Rustomjee and the Soorah claim the 
distinction of having been worked for a term of 
years under Indian ma«agement, the former by a 
Bombay gentleman named Chunder Ramjee and 
the latter by a firm of Marwaris.” 

From the abbve accounts we have tried to 
I’rospcrity "otc the development of the present 
trie *Tiill industry from hand loom 

o^the gunny to the present day hessian and 

Bengalees. Sacking manufactu/ed by up-to-date 


12 
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machineries. We have seen that the Pioneer 
in the establishment of jute mill industry 
are all Scotchmen and Englishmen. They took 
the initiative. They have made the industry a 
grand success. Beside giving employment to rvver 
3 facs men in the industry — they have made 
Gilcutta what it is at present principally through 
jute. They have given Central Government good 
income in shape of Income tax, and jute export 
custom duties — they have given opportunities to 
Marwari and other people to make good income 
from jute and in dealing jute shares. But they 
have not done an 5 l:hing to jute ‘growers — the 
persons whose labour and sufferings contributed 
primarily to the success of jute trade — rather the 
organised attempt of the jute mills was always 
directed towards keeping down the price of the 
jute. If these jute mills had been under the 
management of the Indians, they would have meted 
the similar treatment to the jute growers. Even in 
war time when these jute mills were making 
fabulous profits, the price they, paid to the jute 
was abnormally low. The wages to the labourers 
were increased, but there were no improvement in 
prices of jute. The jifte mills of Bengal in their 
treatment to the jute growers followed the maxim 
Nothing 'Unfair in love and war.’ Barrintj the 
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treatment towards the jute growers, we think Bengal 
should be grateful to these mill owners as they have 
shewn us the possibility of jute manufacture and if 
they did not come in the field Dundee and 
foreign mills would have done all the manufac- 
turing works ; because the Bengalees, inspite of all 
the demonstration of -jute mill prosperity before 
their eyes from the year 1 855 are busy otherwise. 
A nation whether they be Hindu or Mahomedan, 
Christians who can be blind to this development 
for nearly three quarters of a century cannot but 
be a backward nation, — Inspite of all its so called 
intellegence. Start any movement social, political 
or communial, there will be no dearth of men, 
there will be no dearth of press campaign, no 
dearth of capital or literature — every one will try 
to join the movement and try to out-bid others — 
this is the history of Bernal close upon a century. 
Let not young Bengal repeat that history again. 
The first and foremost problem for young Bengal 
is bread problem. Solve that problem first and then 
put your 'hands to other movements. Any political 
or social progress pre-supposes the existence of the 
nation, when their very existeiWe is threatened — it is 
idle to dream of any other movement, but economic. 
Some may say that we are arguing in a circle. Swaraj 
should \come before any industrial development. 
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But the development of cotton mill industry 
in Bombay, steel industry in Tatanagar, jute 
industry in Bengal and other industiies in other 
parts of India are reply to those critics. Try to 
get as much as you can from the Government in 
the shape of financial autonomy, but let that not 
stand in the way of starting jute mills and other 
industries. The attention and activity of whole 
India should be devoted towards the economic 
regeneration first if they want to survive as a 
nation. 

Jute Manufacture as Career of Young Bengal. 

We have seen that out of the average yearly 
product of 1 crores of bales of jute the consumption 
of the present looms is about 56 lacs — the figures 
of the last two years ( being abnormal yeais are 
not taken into account) leaving about 44 lacs 
bales of raw jute mostly for export to Dundee, 
Huinburg, japan etc., and other parts v/here the 
raw jute is principally converted into Gunny and 
Hessian by jute mills and partly for storage. Now 
Bengal can start, jute mills to convert 44 lacs of 
Bales to Hessian and Sackings as are required by 
the respective countries which are importing the 
raw jute. To convert 44 lacs of bales Bengal 
will be requiring at least further 50,0C0 looms 
with adequate number of spindles. As the world 
consumption of gunny and other jute manufacture 
is daily increasing as is evidenced by growth of 
looms in India and foreign countries in near future 
there will be more demand for jute manufacture. 
Jute is grown in the following districts-— 
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Districts, where 
jute IS grown. 

1, Mymensingh 

2. Dacca 

;j. Tippera ... 
t. Farid pur 
.■». Kangpur 
d. I'nrjUM ... 

7. I'ahiia 
S. Jrsson- 

0. l^ajshahi .... 

10 . J^ogr.i . . . 

il Ts.idia 
12. 24 l\nr}Mnas 

1;F Dmajpiir 
J4. Tiackerganj 
i.i Cioalp.ara . . 

1(5 Noakhali 
17. J.ilpiiigun 
IM. Ilot.glv ... 

JO. Ahddah . . 

20 Svihet ... 

21. Khunl.T 

22 , Miirsliidabad 
2‘5. Cuttack ... 

24. Kamrup 
2.'''- Midnapnr 
20. N )wgong 
27, Howrah ... 

25. Darrang 
20. Burdwaii 
30. Haro Hills 
.31. Balasore 

32. Champaran 

33. iVluzaffarpur 

34 . Darjeeling 

35. Sonthal Parganas 

36. Bhagalpur 

37. iiibsagar 

38. Cachar ... 

30. Chittagong 
40. Lakhimpur 


Normal area (average of 
proceeding 10 years 
from 1000 to 1910). 

707,700 
1 S5.000 
* 26,000 

125.000 

303.000 

21 ( 0.000 

180.000 
123,600 

86,200 

116.000 

49.400 
76,600 

116.500 

22.000 

42.400 

2ri,ooo 

106,300 

38.400 

33.000 

16.000 
18.300 
30,800 
1(5,100 

5.100 
10,100 

5.700 
42.100 

7.000 
16.500 

4.100 
2,800 

. 1,900 

1.700 

2.000 

3.000 
1,2.67 

300 

300 

200 

200 


Bengal 

Bihar and Orissa 
Assam 

Cooch Behar ... 


2 , 643,800 

246,100 

84,100 
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From the above it is found that 25 districts 
are producing decent quantities of jute, an average 
4 mills can be started in each District. The 
district producing more jute can have more than 
4 mills while district producing less jute '•.vith 
less number of mills. If the 'ize of each mill be 
of 500 looms, it would be required to start 
100 new jute mills in the jute centres or around 
the jute centres of Bengal and "on an average each 
loom employing 6 men, Bengal can find employment 
by and by in course of 10 years’ time about 3 
lacs young Bengalees. From 1900 to 1925 the 
looms in India have increased from 7000 to 
over 49000 ; and there is necessity of another 50,000 
looms to convert the raw jute, now exported, to 
gunny. So it can be fairly anticipated that with 
the more world demand for jute manufacturers 
India will require in another 25 years 1 50,000 
looms Inclusive of new 50,000 looms for 10 years 
under the Development Trust if the progress of 
increase be at least twice that of 1925. So Bengal 
can provide another 6 lacs middle class yoUngmen 
in course of 25 years time. As to the income of 
the new jute mill we- can cite here the average 
income earned by jute mills during the 
following period — 
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Prices of Jutei Hessian Cloth and Gunny Bags at 
Calcutta Market. 

Price of Price of Price of 

Jute ‘M’ Group Hessian Cloth Gunny Bags 
I0ioz..40". No. 2 Twill, 

Yeat. Medium Quality. per 100 yds. 44^^ 261^ 

per 100. 



Jan. 

Jul 

ly- 

Jan. 

Ju 

ly. 

Jan. 

July. 


Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A. 

Rs. 

A, 

1919 

77 

0 

81 

0 

21 

0 

28 

0 

58 

0 

61 

0 

1918 

37 

0 

43 

0 

49 

0 

45 

0 

68 

0 

67 

0 

1917 

53 

0 

40 

0 

17 

8 

18 

0 

44 

8 

43 

0 

1916 

48 

8 

48 

8 

19 

4 

17 

4 

43 

0 

40 

8 

1915 

42 

0 

48 

0 

11 

0 

22 

0 

34 

0 

40 

0 

1914 

48 

8 

67 

0 

17 

0 

13 

8 

42 

8 

42 

8 

1913 

60 

0 

69 

0 

17 

8 

17 

0 

39 

4 

39 

0 

1912 

48 

0 

49 

8 

12 

0 

15 

4 

36 

0 

36 

8 

1911 

50 

0 

54 

8 

10 

0 

II 

12 

30 

0 

32 

12 

1910 

32 

0 

33 

0 

9 

3 

8 

II 

28 

8 

27 

4 

1909 

33 

8 

30 

0 

10 

0 

9 

4 

29 

4 

26 

4 

1908 

36 

0 

39 

0 

11 

0 

II 

5 

33 

0 

28 

8 

1907 

58 

4 

45 

8 

15 

2 

14 

12 

33 

12 

37 

0 

1906 

45 

4 

67 

4 

11 

10 

14 

2 

31 

14 

31 

8 

1905 

33 

0 

40 

0 

9 

14 

II 

2 

27 

0 

24 

8 

1904 

31 

8 

33 

0 

9 

14 


14 

23 

8 

24 

4 

1903 

33 

0 

34 

0 

9 

8 

10 

0 

21 

0 

21 

8 

1902 

28 

0 

34 

0 

9 

12 

9 

12 

21 

4 

20 

4 

1901 

30 

0 

^4 

8 

II 

0 

II 

12 

23 

0 

22 

12 

1900 

32 

8 

35 

0 

10 

12 

10 

6 

25 

8 

22 

0 


March March 

1873 II V) 22 0 

From the above it is found that the difference 
between the pric? of raw jute and the price <jf 
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Hessian varies from two times to nine times. 
We take four times as the average rate. The 
present price of jute varies from Rs. 2-12 to 
Rs. 4-8 ; on an average 100 yds. Hessian is 
manufactured from 24 seers or. 48 lbs. raw jute. 
So 24 seers of jute — ^a mixture of different qua- 
lities — which is valued at Rs. 2-12 can when 
converted to Hessian brings in ^ sum of Rs. 1 1 -4. 
For calculation purpose 10 p.c. Rejections, 80 
p.c. L. R. and 10 p.c. X. L.R. may be taken for 
manufacturing Hessian. 

So from this we find that on an average each 
bale of raw jute brought in a price of Rs. 100 
when converted into manufactured goods. Then 
the cost of manufactured goods is the value of raw 
jute plus the cost of labour and management charges 
and plus the cost of power. Calculating 5 per cent 
on the profit as the cost df wear and tear of the 
machinery and deducting 25 per cent as the value 
of the raw material, we get 70 per cent as the 
income for labour and management charges and 
interest on capital and cost of power and dividend 
to share holders. This is the calculation of the 
present jute mills constituted under the Joint 
Stock Companies Act either Indian or English. 
£ut the future jute mills that would be constructed 
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and registered under the Development Trust Act 
or similar other Acts would dispose of their income 
in different ways. Now let us take a concrete 
cas^ of a Jute Mill started in one of the Jute centre 
in the Muffusil. The average mill will consist 
of 500 looms. The cost of construction of a mill 
of 500 looms will be on average at the rate of 
Rs. 8,000 per loom will cost about 40 lacs of rupees. 
Under Development Trust the whole of capital can 
be subscribed by public on a minimum guarantee 
of 4 per cent interest by the Government. So the 
interest of Rs. 160,000 (one lac and sixty -thousand 
rupees) should be the first charge on the income 
of the Jute Mill. Thereafter a capital redemption 
fund of 5 per cent on the profit will absorb another 
2 lacs a year — this amount if compounded at 4 per 
cent interest will pay off the capital in course of 
15 years’ time. Next will come the claim of say 
2 2 to 5 per cent of the profits for the jute-growers 
that they may get in addition to the market prices 
of jute andther sum say from As -/8/- to Re. 1/- 
per maund. The average yearly consumption of 
500 loom-mill will be 44,000 bales of jute. The 
average figure of the ten ‘years shows when each 
bale of jute is converted into gunny and hessian, it 
fetehes Rs. 100 per bale. So the income of the 
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manufactured products of 44,000 bales of jute can 
be taken as 44 lacs of rupees. 

As to the value of the raw product, i.e. Jute, 
when this jute mills would be started in jute centres, 
steps should be taken that the actual growers can 
supply jute to the jute mills ; 'and the middle man 
is excluded. Now the jute which is brought to 
Calcutta mills passes through several middle men 
and brokers. Besides the freight on raw produce 
is heavier than freight on the manufactured goods. 
So the jute that is sold in Calcutta mills at Rs. 6 
the actual growers never get more than Rs. 4/8/- 
to Rs. 5 per rnaund. This will be distinct 
advantage for Moffusil mills. 

Technical knowledge of Jute mill manager. 

In producing gunny or hessian — the batching 
IS made by mixing different qualities of jute of 
different prices. It will be .necessary for Moffusil 
mills to import fiiom other districts some jute of 
different qualities to get the batching in proper 
form. Here demands the best teqhnical* knowledge 
of a jute mill manager. He has to exercise his 
brain how to supply the foreign order at a profit 
and the different qualities of jute are mixed accord- 
ingly. On an average a given weight of jute 
produces the equal weight of manufactured goods. 
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But in batching usually 4 p.c. is off in dust and 
impurities, in spinning to 3 p.c. the weight is 
reduced and in weaving 1 p. c. is reduced — total 
reduction is about 8 p.c. But this is compensated 
in the following ways : — 

» 

First — Utilising dust in breaker 3 to 4 p.c. 

Secondly — Some'p.c. is gained in starching the 
manufactured goods. 

Thirdly — The balance p.c. is gained by watering 
through straightening machine. If the mill 
manager can show 1 p.c. more on the given weight 
raw materials — it is a credit for him. 

The jutes that are supplied in drums to the 
Calcutta mills often contain moisture and other 
impurities. But the growers being the registered 
suppliers to the Moffusil mills will find no 
opportunity to adopt that malpractices. 

So it can be fairly assumed that the batching 
of a bale of jute in Calcutta which costs Rs. 30, 
at Rs. 6 per maund can be had at Moffusil mills 
at Rs. 25 i,e. average Rs. 5/- per maund. It 
must be noted that different grades of jutes some 
at Rs. 7/- some at Rs. 6/- same at Rs. 5/- and some 
at Rs. 4/- are mixed together for batching purpose. 
Now let us allocate the different heads of expen- 
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ditures in jute mills 500 looms started under 
Development Trust Act. 


Cost of 44,000 bales of jute at Rs. 25 ^ 
per bale . . * . a' 

Cost of electric power at about 
2i p. c. 

Cost of allowances to the 3000 ^ 

workers — on average of Rs. 500 
per worker 

Cost of freight of manufactured 
goods from mills to Calcutta 
port at i p.c. 

Cost of freight for materials from 
mills site at J p.c. . . 

Coit of interest at 4 p, c. on 40 lacs 
payable to Government 

Cost of capital redemption fund 
at 5 p, c. compounded at 4 p. c. 
repayable in 1 5 years time 

Cost of Insurance at i p. c. 


Value of 
manufactured 

goods. 

Rs. Rs. 

1.100.000 44,000,000 
110,000 

1.500.000 

22,000 

11,000 

160,000 

200,000 

22.000 


31,25,000 

Over and abdve this, an additional ^ per cent 
on the invested capital will cost in the first five years 
Rs. 20,000, in the 2nd five years at 1 per cent. 
Rs. 40,000, in the 3rd five years at 1| per cent. 
Rs. 60,000. So we see that there is a surplus of 
about 13 lacs to he distributed in the following 
way : — 5 p.c. to jute-growers that is 2 lacs, the 
jute consumed in the mills are 44,000 bales. 
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220,000 mds. they will get about 1 rupee as 
bonus, 2 P-c. to capital, Rs. 20,000 and keeping 
in reserve about 2| p.c. say I lac we can distribute 
the balance of 10 lacs to the workers out of it 1 lac 
shoftld go to provident fund of workers and 9 lacs 
to be distributed amongst the Workers at the 
average rate of Rs. iOO making the total average 
income of 3,000 workers at Rs. 800 a year, v\'hich 
in all probability rise to Rs. 1000 to Rs. 1,200 a 
year. 

So if the 44,000 bales that are converted into 
manufactured goods are sold Rs. 72, instead of 
Rs. 100 still the mills can meet its own ways. 
Any sum over and above Rs. 72 goes direct to 
pay yearly bonus to workers and co-workers. 

In this connection it must be remembered 
, the value of the gunny or chat that 
of inihistnai vvas produced in hand-looms in 
Bengal. Dr. Forbes Royale says in 
his ‘ Fibrous Plants of India ’ — “ that a given 
weight of' gunny bag maybe purchased at about 
the same price as a similar weight of raw material 
leaving no apparent margin for spinning and 
weaving. ” Now that given weight of jute 
produces given weight of manufactured goods, i.e. 
one bale of raw jute produces one bale of manu- 
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factured goods but the price varies sometimes ; 
the value of the manufactured goods is about 
4 times the value of the raw goods. Any further 
reduction in prices of manufactured goods will 
mean further reduction of allowance of the fnill 
staff ; but that will also mean less cost for jute. 
So it would be the earnest desire of each worker 
of the jute mill to produce the gunny at a cheaper 
rate so that they may enjoy the fruit of their labour. 
And the jute growers — whom we may call the co- 
workers will participate in the profits of such 
jute mills which will mean an additional income 
from As. -/8/- per maund to Re. 1 -8 per maund. We 
can dream of an ideal state in the industrial colony 
under Development Trust backed by Government 
guarantee. There will be no cause of strike as the 
workers are the real proprietors in the sense that 
all profits after meeting small financial commitment 
go to their pockets. Now cOnsider the stupendous 
possibility of having 4 or 5 jute mills in each 
district of Bengal. 3,000 educated and half-edu- 
cated youngmen of middle class ‘and along with 
them at the rate of 5 members to each earning 
man there will be 20,000 population in and around 
a jute mill colony. This will necessitate opening 
of Municipality, College and School for both 
boys and girls and other subsidiary industry along 
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with it. In fact each jute mill Industrial Colony 
will be at least as big as a middle sized District 
Town Head Quarter. 

Jute Mill Industry and its Influence on the Indian Public. 

A success of jute mill industry in the Moffusil 
will create a very interesting and sensational 
development in the economic outlook of the country. 
The present day feeling of no-confidence in the 
activity of the Indian will go and in its place we 
will find robust optimism in all that is done. The 
dark disappointment that dogs the footsteps of 
almost all the graduates will disappear and they 
will find their existence worth living for something 
higher and nobler. 

The dynamic force of success of jute mill in 
iiow Jute jute centres will electrify the activities 
help’ other of the Bt^ngalee in all other spheres, 
iiuiiistncb. Considered from* the Insurance 

standpoint it will give fresh business of 30 crores 
of rupees to ihe existing Life Insurance Companies, 
calculating Rs. 1 ,000 insurance per head of 3 lacs 
workers. Paper mills, banks, iron factories, 
electrical goods and wireless will grow along with 
it and other industries will develope as we find in 
Tatanagar or in Bombay. 
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There is another distinct political feature of 
„ , ,, , the show ; these youngmen will be 

Politicnl fealuTC ^ ° 

of -success of law abiding citizen, and being 

Ju!o Industry. . r 1 i r • i 

conscious or the benents given by 
the Government in helping to start the Industrial 
Colony — they will be naturally grateful to such 
Government. In fact it is a moral conquest which 
every civilized Government who want to rule with 
the consent of the people should aspire after. It 
is needless to add that the Ordinances or any other 
Emergency Acts will never inspire any feeling of 
goodwill towards the Government. We have shown 
elsewhere that the Government will be direct 
gainer in helping to start the industries under 
Development Trust. Now let us see the positive 
gain of the Government in giving guarantee of 
4 p.c. to 40 crores capital invested in Jute 
Industries. 

!• By Way of increa»ed Custom Duties- 
The custom duties realised on raw jute of 44 
lac bales comes to Rs. 1 crore 95 lacs a year — , 
whereas the custom duties on manufactured goods 
if 75 p.c. is converted to Hessian and 25 p.c. is 
converted to sacking will be 2 crores 32 lacs 
at least Rs. 37 lacs by way of custom duties will 
be a gain. 
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2< The income-tax — and super-tax derived 
from the shipper of raw jute will greatly increase 
in the present mills. If income-tax is not charged 
on the profits of the mills as in Co-operative 
DepArtment but on the individual income still 
income of the Government under income-tax will 
be greater. So it can be anticipated that Govern- 
ment income through custom duties and income- 
tax will be increased. 

3. Besides the direct gain — ^there is indirect 
gain of the Government as the purchasing power 
of the people and the jute growers will increase it 
will mean more import and this will mean more 
income of custom department. 

How Jute Manufacture is Possible in form of 
Cottage Industry* 

If cottage industry is run as an adjunct to 
mill industry on up-to-^te machinery — the power 
and weaving materials being supplied from mill 
there is a possibility of running cottage industry 
at a profit^ When Jute Mill will be started in 
Jute Centres — if an arrangement is made for 
Electric installation which will not only supply 
power for the mills but tfor looms in adjacent 
villages, simply for weaving purpose — Bengal can 
employ a good number of female and male workers 

13 
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in such looms. The writer placed the proposal 
before some Jute Mill Managers and one Scotchman 
who was a director of Scotch machinery company 
happened to be in the meeting. They approved 
of the idea of the writer and advised the writer 
to make an experiment first which they thought 
would be a success. They remarked if the ex- 
periment be successful it would create a revolution 
in textile Industry not only iii India but all the 
world over. 


Location of Future Jute Mills. 

The jute mills can be started in the jute 
districts in or near jute centres. The number of 
mills in each district will vary allowing to the 
proportion of its jute supply. But it may happen 
that owing to favourable transport facilities and 
other advantages, the district supplying less jute 
may have more mills. 

How to seclire the entire supply of raw 
jute now exported for the future mills. — 

Raw jute is sold to parties who pay better price 
for the same. The jute is bought in the open 
market and the prices ^vary according to demand 
and supply of the shii^pers and Indian Jute Mills. 
Now when a third party in the shape of jute mills 
iiji the Moifusil will come in the field naturally the 
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price will go up and there may be unfair com- 
petition which from the point of view of jute mill 
industry will not be paying. The world demand 
for jute manufacture either Hessian or Bags depends 
on its first necessity, second purchasing power, third 
the value of the manufacture being such that can 
be favourably compared with similar goods made 
of cotton or in some cases paper. Any abnormal 
rise in prices of jute making the jute manufacture 
costly may react on the whole industry. The 
only solution to the problem lies in raising the 
present export duties on raw jute in such a way 
that the foreign importers of raw jute cannot stand 
in competition with the manufactured goods of the 
Indian Mills. But there is danger in the fact that 
if on raising high export duties on raw jute the 
shippers are to go — the jute growers will be left 
to the mercy of jute mills — the sample of tender- 
ness they showed during War pferiod when there 
was less export of raw jute is still in their memory. 
These jute mills will dictate any price and the value 
of raw jute will go further down. If any duties 
on raw jute are enhanced ^ithout corresponding 
safeguard for jute-growers, ’the position will be 
worse. The only safeguard for jute-growers in 
that case will be a minimum price fixed by thew 
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Minister of Industries which besides the cost of 
production of raw jute will give some margin of 
profit to them. Again if the foreign jute mills are 
to close for want of raw jute from Bengal, the 
existing jute mills will vie with one another to 
increase their looms as well as working hours. So 
the purpose for which the duties is raised namely 
to employ 3 lacs young men in Bengal for gunny 
manufacture will be defeated. If any duties be 
raised, it must be done on direct and binding 
understanding between the present jute mills, — 
that they will not be allowed to increase their looms 
neither they would be allowed to work more hours 
than limited hours a week. So any raising of duties 
on raw jute pre-suppose the following conditions. — 

(a) A fixed minimum price on raw jute should 
be settled by the Minister of Industries in con- 
sultation of Agricultural Department in each year 
making it punishable for buyer to purchase jute 
at less price. There will be then less speculation 
in jute trade and the uncertainty as to the price 
will disappear. With better value of manufactured 
goods — the price of jute will go up. This will 
have a steadying effect on the whole trade and 
there will be less handling by middlemen. In 
tiiis respect the examples of Japan Government 
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towards her rice product and that of the American 
Government towards her wheat and cotton products 
can be followed in India. 

(b) By limiting the number of looms and 
curtailing the working hours the existing mills will 
not be in a position to consume more than 56 bales 
of raw jute in each year. In case of emergendy, 
such as war, special facilities for extension of 
working hours can be allowed. 

(c) Thirdly any unfair competition, regard- 
ing the purchase of raw jute and selling manu- 
factured gocds, with the future mills of Bengal 
under Development Trust Act should be tabood. 

We don’t suggest that the duties on raw jute 
should be increased along with starting of jute 
mills under Development Trust Act but any higher 
imposition of duties will have to be done after 
thorough and proper enquiry. 

Better condition of the present Jute Mill 
Industry on starting new mills under 
Development Trust. 

The jute manufactures of the present Indian 
mills are encountering unfair competition with the 
Jute manufactures of foreign mills. The Indian 
Trade Conimissiogier at Humburg recently reports 
that there ^ is a distinct fall of Indian Imports of 

f ute Bag in Germany owing to the competition of 
)utch Jute Bag. Again Japan wants to compete, 
even in the Indian markets/ with the Indian Jute 
Mills by their cheaper Jute manufacturers. The 
present Jute mills will stand at a par and in all 
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probability, in a vantage position with the proposed 
new jute mills. So, they for their very safety, 
should encourage the development of the new 
mills under Development Trust. So that Bengal can 
consume the entire stock of raw jute now exported. 


LIST OF LOOMS AND SPINDLES AT 
DIFFERENT PERIODS. 


March 
Decern I or 


1859 

Sacking. 

Hessian. 

Total. 

192 

1869 



950 

1873 



1,250 

1877 

2,948 

910 

3,858 

1878 



3,858 

1879 

, . 


4,572 

1883 



5,396 

1884 



5,691 

1885 

4,^ 

1,800 

6,700 

1887 


* « 

7,200 

1890 

5,359 

2,300 

7,659 

1892 



8,195 

1895 



9,536 

1895 

6,584 

3,il7 

9,701 

1897 

7.478 

5,506 

12,984 

1901 

8,613 

6,600 

15,213 

1902 

8.iI6 

8,201 

16,517 

1910 

13,421 

18,334 

31,755 

1920 

16,124 

24.351 

40,477 

1927 

19,355 

31,001 

50,354 


Total Spindle. • 

Sacking and Bagging Weft . . 1 ,20 1 ,3 1 0 

Sacking and Bagging and Hessian 

Warp & Weft .. 937,500 


1,058,010 
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Capital for the Jute Mills. 


We have shevm that the capital that would be 
required to start 100 Jute Mills of 500 looms each 
in«or near jute centres will be 40 crores of rupees 
at the rate of Rs. 8,000/- per loom. This* will 
include the construction of mills, and power house 
purchase of lands and construction of dwelling 
houses for the workers as well as the working 
capital. In the jute mills owning about 50,000 
looms that are started near about Calcutta, the 
total capital invested Inclusive of the debenture 
is not more than Rs. 20 crores. Instead of cooly 
shed in the present mills we will have to erect 
decent dwelling houses or bunglows for the workers. 
The erection of, on an average of 10 jute mills of 
500 looms a year, will cost about Rs. 4 crores 
and in ten years’ time the 100 mills will cost about 
Rs. 40 crores. Only a Government guarantee 
of minimum 4 per cent interest with an addition 
of i per cent in the first five years out of the profit 
of the jute milk and 1 per cent in 2nd five years 
and per cent in the third five years can raise 
this requisite capital for the jute mills. 

Now let us see whether Government loses 
anything by this financial commitment of 4 per 
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cent interest — i.e. a little over IJ crores of rupees 
a year on Rs. 40 crores capital for jute mills. 

At present the Government is getting the 
following export duties. — 

TARIFF SCHEDULE. 

Jute and other than Bempiipatam Jute. 

]. Raw Jute Duty. 

(a) Cuttings Per Bale of 

400 lb. Rs. I 4 0 

(b) All other descriptions „ „ 4 8 0 

2. Jute manufactures', when not in 
actual use as coverings, recepta* 
cles or bindings for other 
goods : — 

(a) Sacking ( cloth bags, twist, 

yam and twine) Per Ton of 

2,240 lb. ,: 20 0 0 


(b) Hessians and other description 
of Jute manufactures^ not 
otherwise specified Per Ton of 

2,240 lb, „ 32 0 0 
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20 YEARS FIGURE OF JUTE PRODUCTION, MILL 
CONSUMPTION & EXPORT OF RAW JUTE 
IN LACS OF BALES. 



Production. 

Mill consumption. 

Export. 

I9i3-I4 

89 

45 

43 

1914-15 

104 

49 

30 

1915-16 

73 

58 

32 

1916-17 

83 

57 

28 

1917-18 

89 

54 

18 

1918-19 

70 

51 

22 

1919-20 

85 

52 

34 

1920-21 

59 

56 

23 

1921-22 

40 

44 

30 

1922-23 

54 

47 

29 

1923-24 

84 

51 

38 

1924-25 

81 

57 

39 

1925-26 

89 

55 

36 

1926-27 

121 

55 

45 

1927-28 

102 

58 

49 

1928-29 

99 

60 

49 

1929-30 

103 

64 

45 

1930-31 

112 

46 

34 

1931-32 

55 

43 

31 

1932-33 

58 

44 

35 


EXPORT DUTY ON JUTE AND JUTE MANUFACTURE 
IN CRORES OF RUPEES. 



1927-28 

1928-29 

1929-30 

1930-31 

1931-32 

Jute Raw 
Manufacture 

2-18 

211 

i-98 

1-48 

1-44 

Sacking 

•98 

•89 

107 

•82 

•72 

Hessian 

1*42 

l'20 

1-60 

I'13 

•93 
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So we find from the above export figures of 
raw jute for the 5 years that on an average Bengal 
exported raw jute of [41 lac Bales and India 
Government earned by way of Export Duty on 
raw jute on an average of 1 crore 83 laQ> of 
Rupees a year ; if through market demand out of 44 
lac bales of raw jute 75 p.c. are converted in Hessian 
and 25 p.c. in Sacking and the net-gain to the 
Government will be about 37 lacs of Rupees a year 
in the shape of the export duty. And if 
out of 3 lacs employees of the Jute AJills if 25 p.c. 
of employees get more than Rs. 100 a month, 
the income-tax can be levied on 75,000 workers 
and if the average pay of the upper class workers 
be Rs. 200 a month Government will get by way 
ol income-tax another sum not less than another 
60 lacs. So by way of increased custom duty 
and by way of increased income-tax — the net- 
income of the Government will be about 1 crores 
of Rupees and if the Government gives the minimum 
guarantee of 4 p.c. to the investors — ^the increased 
revenue can cover the interest of 25 crores of 
Rupees which is sufficient to start 62 new Jute 
Mills of 500 looms fach in and around the jute 
centres under the Development Trust. 

As to the constitution of jute mills under 
Development Trusts Act-One expert Jute 
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Manager in charge of all the jute mills in Bengal 
to be called Commissioner assisted by 5 to 7 
Directors nominated by the Government from the 
jute mill management and other business will 
serve the purpose. TTie mistake, the Govern- 
ment committed in the appointment of Registrar 
of Co-operative, should not be repeated here. 
Co-operative is more a business concern which 
demands a thorough going business man to be 
put in charge of it. Instead of that we are 
having an official with the disastrous result 
specially in Bengal known to all — ^just as a man 
wants to turn a tame horse accustomed to drive 
an office jaun to a race horse. Development Trust 
concerns being out and out business concerns must 
be managed by experienced business men in the 
line. The pay of the Commissioner must be 
sufficiently attractive to draw the best man in it 
and we think a starting pay of Rs. 5000 a month 
will not be too much for the post. As the mills 
will develop the pay should be increased by 
and by to Rs. 10,000 a month. The pay of the 
Commissioner as well as his staffs and officers 
and Audit Department in* Calcutta should be 
borne by the Government in view of the benefits 
it gets from the export duties of jute. 
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As to the Mill Manager — We think expert 
mill manager should be selected for the post with 
the contract for a period of 3 years. As the average 
pay of a good mill manager should not be less 
than Rs. 3000/- a month, it will be better that he 
should be placed in charge of 3 or 4 mills in the 
District — so that his pay and allowance will be 
charged to the expenses of; those mills. The 
educated Bengalee should be taught in the techni- 
calities of the business so that in course of few 
years* time they can take charge of the mills when 
each expert European Manager will be put in 
charge of 8 or 10 jute mills. In course of time 
it will not be an unusual sight to get a qualified 
Bengalee mill manager on Rs. 500 a month. The 
overhead charges in mills are the greatest stumbling 
block for development of a small-sized mill, whereas 
it is a common sight in Europe specially in Italy 
to have a successfil jute mill of 50 to 100 looms, 
in India it is an impossibility ; when the Bengalee 
youngmen will be trained in jute mill managership, 
Bengal may run successfully small-sized jute mill 
of 100 to 300 looms. 

As to the training of these youngmen — ^We 

can start one jute mill in Calcutta of 500 looms 
end take in good number of youngmen, who will 
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be trained in the industry under expert workers. 
By the time jute mills will be started in the Mo^usil, 
these youngmen will have sufficient training to 
run the show under expert jute mill manager. 
In deferring to Bengal youngmen we do not mean 
only Hindu youngmen — ^we mean youngmen of 
Bengal, Hindu, Musalman, Parsee, Christian 
or Anglo-Indian in fact all classes and communities 
who are living in Bengal. There should be no 
distinction of caste or creed. 

Sanitary condition of new Jute Mills — ^The 
dust of jute mills often tells upon the health of 
workers. But new devices have been introduced 
in foreign mills specially in Dundee mills which 
take away all the dust through elevator and other 
appliances. If these are introduced in the new 
mills, the sanitary arrangement will be up-to-date. 
Besides bunglow of the workers' — there should be 
all amenities of life such as dispensary, club, 
library, sporting ground, school and college and 
other Amenities of life to which this middle class 
educated youngmen are accustomed. In the 
MofFusil there are enough sports for snipping, boat 
racing, picnics which will make the life of the 
youngmen happy and comfortable. 
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As to the present marketing of jute and 
jute manufactures— We give the following figure 
showing the countries to which jute and jute 
manufactures are exported in 1920-21. 

Future marketing of jute manufacture.— 

As- soon as the mills under the Development 7 rust 
will make a headway and there will be less export 
of raw jute to feed the foreign mills — there will be 
hue and cry and these foreigners may retaliate 
by imposing duties on the jute manufacture from 
Calcutta, so as to enable them to use cotton or 
paper as a substitute for jute. A contingency 
like that can only be met by the combined effort 
of the present jute mills and future jute mills under 
Development Trust and it will require the in- 
telligence of the expert in the line to deal with the 
situation. The following number of workers 
who are employed in foreign jute mills from the 
export figure of raw jute of the year 1920-21 — We 
calculate 16 tons on the average consumption of 
one loom and 6 men as the workers on each loom. 



Tons. 

Looms 

employed. 

Workers 

employed. 

England (U. K.) 
United States of 

136,624 

8,532 

51,192 

America 

110,005 

. CO 

,41,250 

Germany 

70,931 

France 

50,813 



Belgium 

25,670 



Spain 

23,89/ 



Italy 

22,869 



Brazil 

8,709 



O^er Countries 

15,591 

. . 
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Tlie above foreign workers numbering about 

175.000 will be affected. But as looms have been 
increased in recent years in foreign countries and 
as the average export of raw jute is calculated at 
35 crores a year we may safely take the figure *as 

250.000 workmen in different foreign jute mills. 

Ginsider that a jute mill worker in an American 

mill never gets a salary less than 2 dollars a day 
i.e. equal to about Rs. 6 a day. The jute, they 
purchase, is at a higher rate than is purchased by 
Calcutta mills. It is all probable they will have 
some import duty on the manufactured products of 
Indian Mills to compete in prices with them. 

Multifarious uses of Jute manufactures. 

In the present market of jute trade — ^Hessian 
and Sacking are used in wool packs, Cuban flour 
bags, Java sugar bags and other purposes to carry 
agricultural goods. Bui? besides this commercial 
purposes, gunny is a war material in the sense, 
that it is greatly used in war foi sand bags in 
trenches aifd for harrying war materials and so 
long tlf^ beastly spirit in man lies rampant, war is 
inevitable to-day or to-mo)srow — inspite of all the 
disarmament conferences ; and if these jute mills 
are now started they will be able to share in the 
profits of the futuife war. Though we don’t pray 
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for war but it will come ; and when that necessary 
evil will come why not take advantage of that. 
Besides the above, experiments are going in 
Germany as well as in Calcutta street to utilise 
jute manufacture in the Road-making. The 
experiments that are being made are successful. 
So it can be hoped that there will be great demand 
of jute manufacture for future Road-making of 
the world. There is further experiment is going 
on in using this jute manufacture in the walls 
of the cold country in place of paper. If a device 
can be made by which this jute manufacture along 
with some material be non-conductor of cold then 
there is a good field for extension of jute manufacture 
throughout cold countries of the world. Jute 
manufacture is in the course of evolution. So 
the condition of the foreign countries should be 
studied properly. For this purpose we suggest that 
like Tea Cess Ccmmlttee all the jute mills should 
continue for propaganda and sale of jute manu- 
factures in ditferent countries. In this direction 
there is a vast untapped field for expan'^'on. If 
needs be, the future jute mill will have their 
selling agents throughout all the parts of the world. 

Jute Share Market* — ^As the jute mills of 
Bengal are running on almost scientific method. 
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the shares of jute mills are in good demand. Shares 
of the most of the prewar mills and some after-* 
war mills are paying good dividend — (excepting 
the figure of the last two years). Some of the 
mill* shares touch sometimes the premium 'of 
40 to 70 rupees per Rs. 10 meaning 100 shares 
of Rs. 10 each are sold in the market on 
an average between Rs. 4000 to Rs. 7000. 
Now consider the way in which the share market 
speculate in the shares. When there is a good 
difference of purchasing price of jute and 
selling price of jute manufacture anticipating that 
the jute mill will be able to make profit on the 
day’s working — the share value goes up in anticipa> 
tion of the better dividend of the shares. Unless 
the mills are run on scientific way such anticipation 
would not have materialised. But with clock** 
like regularity the mills are run, the manager 
sparing no pains to tuhi out goods to the best 
advantage of the mills. These jute mill managers 
are one of the finest specimens of the business 
men. Jfcu may criticise the British Government 
but when you will come in contact with the British 
element in the managerships of a jute mill, you 
will simply be filled with regard for the manager. 
With sleeves up and pip>e in his mouth it is 
14 
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sight to see a manager of a jute mill at work. 
When new jute mills will be started the British 
character in jute mill manager should have to be 
copied to run successfully the future jute mills. 
Punctually at 4-30 the bugle calls up, at 5-30 all 
the men are at work and by 8-30 when the Bengalee 
Babus are finishing their last cup of tea — they have 
finished almost half days work, and have produced 
tons of money in shape of gunny. The Marwaries 
are the principal share brokers. They have piled 
up crores and crores out of it. Besides other 
assets, the almost whole of Central Avenue’s 
big bmldings are made principally through specula- 
tion in jute shares. 

The security of service for workers in 
jute mills under Development Trust Act — We 

have shown elsewhere that the whole of the profits, 
excepting a small amounf, of jute mills started 
under Development Trust go to the pocket of 
the workers. Now so long the jute mills can be 
worked economically — there will be less chance of 
its failure. So from the experience of t. e jute 
mill activities for a period covering over 80 years 
it can be safely said that jute being the monopoly 
of Bengal — there will be more and more demands 
fpr the jute manufacture for various purposes. 
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With the growth of the world trade along with the 
growth of population, it can be naturally expected 
that more area would be cultivated for jute re- 
quiring more looms to convert them to manu- 
factured goods. In 1900 there were 7,000 loon» 
and in 1925 there were over 50,000 looms nearly 
700 times. So if there are now 50,000 existing 
looms and another 50,000 for the new jute mills 
i.e. 1 lac looms in course of 10 years’ time we 
will be requiring at least double more in 
another 25 years’ time i.e. another 100,000 looms. 
If a proper propaganda is undertaken and 
if the foreign market condition is properly tackled 
we will not be surprised to see that the world is 
consuming more and more of this manufactures. 
The proposed increment of 50,000 looms under 
Development Trust is no increment in the broad 
sense — as there already exist good number of mills 
in the foreign countries <o convert the raw jute 
into jute manufacture. So any development in 
the industries will mean development after I lac 
looms. ^ 4nore leoms will be required they 
can be /started under Development Trust, and 
another 6 lac workers can be employed in 
course of 25 years time. irtie workers can hope 
that their service will be as secured as in Railway 
or other Semi-Government institutions. 
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Provident Fund for Workers — We have 
shewn that besides Rs. 500 as an average 
income of jute mill workers — they will also be 
entitled to another sum of Rs, 300 more or less 
as the profit goes at the end of the year: If a 
Provident Fund be started deducting one anna per 
rupee of the income of the workers, the Company 
paying one anna and if it is compounded at 5 per 
cent it will give a decent sum at the end of 
20 or 25 years’ service. Supposing the average 
income of a worker is Rs. 100 a month for 20 
years, he will get at the end of 20 years Rs. 4950, 
at the end of 25 years service Rs. 7050/- which 
along with his insurance money, say Rs. 2000 
to Rs. 2500 with bonus will give him Rs. 10,000 
on retirement ; a sum of Rs. 10,000 quite a 
decent sum for his old age. 

Secondly — ^The average income of the workers 
will be increased by at least 10 per cent after 
the 15th year, as there will be no necessity of 
making payment of 4 per cent interest and another 
5 per cent for Capital Sinking Fund, because 
the capital will be pqid back within 15 years or so. 


Income tax chaise of Government for 
mills started under Development Trust— The 
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Government should not charge income-tax on the 
profits of the mills save and except professional 
income-tax of the individual workers, as the 
Government is already been benefited by export 
duties. Co-operative institutions are exempted 
from the operation of income-tax, — why not do the 
same for Development Trust institution. 

Government Guarantee and White Paper 
Proposals — ^The above of jute duties amounting to 
about 4 crores are taken at present by the Central 
Government. But a proposal has been made in 
the White Paper to pay 50 per cent to the Pro- 
vincial Government of Bengal. It is only on the 
guarantee of Central Government that the big 
sum of Rs. 40 crores can be raised in 10 years’ 
time. So it is proper that on the basis of the 
figure of 1930, if half of the jute export duties are 
given to the Provincial Government, any increase 
of jute duty over and above the yejfr 1930 as well as 
increased income-tax should be appropriated by 
the Central Government as the increase — means the 
increasQ^^of consumption of raw jute by the jute 
mills under Development Trust which in all equity 
should go to the coffer of the Central Government 
who has guaranteed the interest of the capital for 
jute mills. 
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BENGAL YOUTHS AND THE lUTE MHXS. 

When the Medical Gillege at Calcutta was 
first opened with dissection class, it was the 
Bengalee youngmen who joined the college though 
it was against their religious susceptibilities ; now 
the best medical men can be found amongst the 
Bengalees. When the English Barristers were 
pling up money, your forefathers did not lag behind 
and now the best Counsels of the Calcutta High 
Court are the Bengalees. Don’t forget the memo- 
rable words of Late Mr. Gokhalc — “ What Bengal 
thinks to-day, India thinks to-morrow.” Show 
the other people of India, that when call for your 
manhood and manual labour came, it was the 
Bengal youth to respond to that call first ; and 
in the next decade, the best business magnate will 
be Bengalee. Remember that the jute industry 
alone can solve all your wnemployment and make 
good the loss due to the unpardonable folly of 
Bengal in neglecting its jute industry. You have 
been left the legacy of poverty ^and uirjrnployment 
by your predecessors. Don’t you leave the lame to 
your sons and children? In conclusion we don’t 
quote a better stanza ' than the memorable songs 
of the world’s greatest poet, Dr. Rabindra Nath 
•Tagore composed on the eve of the first World 
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Conference after the War — '«lWS ^ 

as if Mother World weeping — the day of 

Conference is drawing near, where is India ? 

^If you have eyes to see, if you have ears to 
hear — hearken the voice of Mother Bengal weeping 
in the same strain — for you, starving young 
hopes of Bengal — “ Where are you, my beloved 
sons of Bengal — where all the people of the world — 
the Scotchmen, the Englishmen, the Marwaries, 
the Parsis, the Guzratees are sharing in the profits 
of my jute — Where are you, my beloved sons of 
Bengal 1” 

In concluding this chapter, we call upon the 
youngmen of Bengal to do justice to the jute 
industry. They will find in it a sphere of activity 
which will raise not only the economic condition of 
about 3 lacs Bengalee middle class young men and 
along with them at the rate of 5 member head of the 
earning member another 15 Lacs* of their dependants 
and possibly another 6 lac workers in course of 
25 years^ime but that of the jute growers too, the 
com^ifSra effects will be the general economic uplift 
of the whole of Bengal. The author does not 
suggest anything extra orcfinary but a most common 
sense view of the situation. The growth of this 
Industrial Colony will give you Economic Swaraj. It 
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is a big war fare no doubt, where patient working, 
obedience to Central Authority, regular attendance 
in work will lead to success. Our earnest appeal 
to you is — ^Don’t be carried away by sentiments of 
this or that movement but take the facts as they 
are. If fields of work be opened to you, don’t 
shrik it — ^as your forefathers did not, when the 
Medical College was started with dissection classes. 


SHOWING THE EXPORTS AND INDIAN 
CONSUMPTION OF CLOTH (LAST THREE FIGURES) 
FROM EACH ITEM OF QUANTITIES OMITTED. 


Year. 

CLOTH IN YARDS. 

Export. Year. 

Indian 

Consumption. 

1920-21 

1.352,739 



1919-20 

1,275.125 

1920 

. 

1918-19 

1.103,211 

1919 

34,415 

1917-18 

l,l%.826 

1918 

52.949 

1916-17 

1,230.950 

1917 

37,275 

1915-16 

1.192.256 

1916 

37,789 

1914-15 

1.057,324 

1915 

30,555 

1913-14 

I.OjI.151 

1914 

26,567 

1912-13 

1,021.816 

1913 

19,638 

1911-12 

871,484 

1912 

14,714 

1910-11 

955.300 

1911 

24,273 

1909-10 

940.101 

1910 

30,716 

1908-09 

769.798 

1908 

15,597 

1907-08 

789.855 

1939 

15,488 

1906-07 

696,057 

1907 

16229 

1905-06 

658,671 

1906 

16,477 

1904-05 

575,511 

1905 

13,958 

1903-04 

552,320 

» • 

• • 

1902-03 

492.883 

• * 

. • 

1901-02 

418,569 

• A 

. , 

1900-01 

365,214 

• A 

• . 
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Exports gunny cloth including gunny bags — 2 yards 
of cloth being equal to I bag — from the year 1918-19 to 
1920-21, from Calcutta by all routes within India, are shown 
below : — 

1920-21. 1919-20. 1918-19. 

Quant^ Yards 230,023,952 248,167,202 286,550,568 

SHOWING THE EXPORTS AND INDIAN 
CONSUMPTION OF GUNNY BAGS (LAST THREE 

FIGURES) FROM EACH ITEM OF QUANTITIES 
OMITTED. 

NUMBER OF BAGS. 


Year. 

Export. 

Year. 

Indian 

Consumption 

1920-21 

533,908 



1919-20 

342,729 

i9io 

• « 

I9I8-I9 

583,096 

1919 

97,426 

1917-18 

758,390 

1918 

112,178 

1916-17 

805,094 

1917 

104,51 1 

1915-16 

794,152 

1916 

98,244 

1914-15 

397,565 

1915 

79,711 

1913-14 

368,759 

1914 

67,106 

1912-13 

311,707 

1913 

68,732 

1911-12 

289,894 

mm 

1912 

99,491 

1910-11 

}9\\ 

90,390 

1909-10 

364,368 

1910 

78,945 

1908-09 

300,906 

1909 

56,791 

1907-08 

293,029 

1908 

43,657 

1906-07 

857,683 

1907 

58,921 

1905-06 

233,326 

1906 

51,666 

1904-05 

201,436 

1905 

68,702 

1903-04 

206,207 



1902-03 

225,196 


• • 

1901-02 

230,126 


• V 

1900-01 

202,908 


* • 
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SHOWING THE CONSUMPTION OF RAW JUTE AS 
GIVEN IN THE ANNUAL REPORTS OF THE 
INDIAN JUTE MILLS ASSOCIATION. 


Reason 

Quantities 

Actual 

Indian 


Total 

Consumption 

(including 

July to 
*June. 

bought by 
the mills. 

Lakhs of 
bales, t 

mill 

consump- 

tion. 

Lakhs of 
bales.! 

Exports. 

Lakhs of 
bales.! 

5 lakhs of bales 
estimated as the 
Indian domestic 
consumption.) 

Lakhs of 
bales.! 

19I9-20J 

60 


34.00 

99.00 

19l8-19f 

60 

50.00 

22.00 

87.00 

1917-18 

61.42 

52.96 

17.26 

83.68 

1916-17 

53.5 

55.2 

28.10 

86.6 

1915-16 

53.28 

56.09 

31.06 

89.34 

1914-15 

60.10 

48.05 

29.67 

94.77 

1913-14 

43.95 

43.74 

41.92 

90.87 

1912-13 

47.41 

44.35 

49.42 

101.33 

1911-12 

41.62 

37.51 

46.26 

92.88 

1910-11 

36.72 

39.80 

35.31 

77.03 

1909-10 

42.69 

44.59 

40.09 

87.77 

1908-09 

36.49 

35.93 

46.31 

87.80 

1907-08 

39.05 

36.5& 

42.76 

86.81 

1906-07 

38.37 

34.31 

45.06 

88.43 

1905-06 

34.27 

29.57 

41.36 

80.63 

1904-05 

28.86 

30.77 

35.25 

69.11 

1903-04 


28.92 

37.65 

71.57 

1902-03 


27.45 

32.53 

64.98 

1901-02 


25.51 

43.14 

73.65 

1900-01 


24.15 

35.42 

64.57 

* From 1892-93 to 1908-07, jute season extended from August 
to July. 

t 1 lakh : 100,000. 

: Estimated figure. 
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SHOWING THE VALUE OF JUTE AND 
JUTE MANUFACTURES EXPORTED FROM INDIA. 

Year Value of Jute. Value of 

Manufactures. 



Rs. 

Rs. 

1920-21 

16,36,08,642 

52.99,46,798 

1919-20 

24,69.94,523 

50.01.54.627 

1918-19 

12.72,00,782 

52.65.22.838 

1917-18 

6.45,38,400 

42.84,31.005 

1916-17 

16,28,81,038 

41,67.23,712 

1915-16 

15.64,20,356 

37.97.85.050 

1914-15 

12.91.02.030 

25.82.03.189 

1913-14 

30.82.63.940 

28.27.37.292 

1912-13 

27,05.06.730 

22,87.21.755 

1911-12 

22.55,66.010 

16.00,82.760 

1910-11 

15.48.99,736 

16.99.48.792 

1909-10 

15.08.83,097 

17,09.66.496 

1908-09 

19.83.45.551 

15.73.59.991 

1907-08 

17.97.28.013 

18.29.76,445 

1906-07 

26*63.86.8r0 

15,71,62303 

1905-06 

17.12.56.641 

12.44.79,844 

1904-05 

11.96.56,462 

9,93,88,676 

1903-04 

11,71.81.222 

9.46.91.969 

1902^3 

11.12.64,752 

9.01,98,987 

1901-fi2 

11.79,72,723 

8,71,14,174 

1900-01 

10,86,77.562 

7.86.46.012 
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SHOWING EXPORTS OF JUTE AND MANUFACTURES 
TO FOREIGN COUNTRIES DURING 1920-21. 


Countries. 

Jute. 


(Tons) 

United Kingdom ... 

136,624 

France 

60,813 

Belgium 

26,670 

Germany 

Rumania 

70,931 

Spain ... 

23,857 

Italy ... 

Greece 

Turkey 

Straits 

22,869 

Settlements . . 

Java ... 

Siam ... 

Indo-China 

China ... 

. . . 

J apan ... 

Philippines 

Egypt... 

Cape Colony 

Natal ... 

7,34 

Transval 

Other African Ports 
Mauritius 

Brazil ... 

8,709 

United States 

Canada 

West Indies 

ChUi ... 

Peru ... 

110,005 

Argentine 

Uruguay 

Ans&alia 

New Zealand 
Sandwich Islands ... 
Other Countries . . . 

16,691 

Total 

472,414 

Tons 

472,414 


Gunny Bags. 

Cloth 

(Number) 

(Yaros). 

48,013,316 

94,683,232 

13,810.600 

16,684,780 

18,980,290 

2,846,000 


4,016.100 

3,323,060 


7,330,660 

24,612,639 

14.606,100 

17,373,600 

32.386.000 

13.868.000 

6,137,000 


1,848.000 

1 3, i 12,700 
2,908,800 
10,814,760 

1,236,000 

3,396.760 

9.230.600 

4.110.600 


71.8il,700 

932,956,460 


41,415.400 

31,9i6,300 

64.310.100 


6.003,300 

4,660,100 

208,685,000 


779,200 

01,391,800 

17,273,980 

9,721.300 

3,831,620 

8,08^000 

29,247,463 

14,862,069 

333,908,109 

1,362,738,649 

467,580 

367,424 
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SHOWING EXPORTS OF JUTE (REJECTIONS AND 
CUTTINGS EXCEPTED) TO ALL FOREKIN 
MARKETS. 


Igoreign Markets. 

1905-06 

1910-11 

1915-16 


Bales 

Bales 

Biiles 

London 

454,940 

418,154 

419,412 

Liverpool 

25.083 

14,739 

13.999^ 

Dundee 

1,177,293 

769,181 

1,126,734 

United Kingdom 




(other Ports) 

2,749 

. • 

984 

Hamburg 

709.938 

739,451 

. • 

Bremen 

86,759 

104,257 


Fiume 

75,129 

82328 

, * 

Barcelona 

48,841 

20,185 

85,039 

Boulogne 

156,367 

39374 

59,077 

Dunkirk 

208,128 

280,659 

26,427 

Treport 

49,823 

6,229 

12,900 

Leghorn 


18,649 

78,461 

Genoa 

84,022 

45,169 

229,799 

Ancona 

18,4% 

31,566 

• • 

Venice 

66,832 

80,814 

. • 

Marseilles 

15,433 

18,569 

24,023 

Trieste 

168361 

142352 

. • 

Port Said 


23,503 

. • 

Continent (other ports) 

82,764* 

165342 

162,767 

New York 

161,480 

129,436 

167378 

San Francisco 

18,410 

16,846 

18,978 

Philadelphia 

42365 

33,630 

28,625 

Boston » • • 

19,187 

83,032 

159,447 

Portland etc. 

85,411 

28,481 

64,569 

Hortftong and Japan 

11,676 

12347 

22,600 

Australia 

805 

1,093 

2,148 

Other Ports 

*,28 

4 

34,740 



CHAPTER Vn. 

SHIPPING INDUSTRY IN INDIA. 

“Thus passed away one of the great national 
Industries of India after a long and brilliant history, 
covering, as we have seen, a period of more than 
20 centuries. It was undoubtedly one of the 
triumphs of Indian civilisation, c the chief means 
by which that civilisation asserted itself and 
influenced other alien civilisations. India now 
is without this most important organ of national 
life. There can hardly be conceived a more 
serious obstacle in the path of her Industrial 
development than this almost complete extinction 
of her shipping and ship-building ” — with these 
words Prof. Radha Kumud Mukherjee concludes 
the history of the fall and decline of Indian shipping 
in his memorable work i “ History of Indian 
Shipping and Maritime Activity.” 


Early History of Indian shippug and its 
maritime activity. 

That India had a developed mercantile marine 
before the seventh century B. c. and used to have 
trade relations far and near is even admitted by 
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the foreign writers. Government Imperial Gazetter 
of India says, — “ About the commencement of 
seventh century B. c. traffic by sea sprang up 
between the Persian Gulf and India and even 
ChinS. It has generally been held that the traffics 
by sea was much older.” 

India had a developed civilisation some 5000 
Prehistoric years ago, as Professor Maxmuller 
cia^poterwith says and according to others, Indian 
high civilisation, civilisation is still older one. From 

the various writers on the subject we guess the 
age of Indian shipping and its maritime activity 
as between 20 to 30 centuries right upto the 
middle of the last century. Indian shipping was 
used for two distinct purposes — one for trade 
purpose, just as the present day mercantile 
marine is used and another for colonisation 
purpose. Java, Ceylon, ^alay^nasia and Indonesia 
were conquered and colonised, it was the proud 
day for India when it was not only an advanced 
civilized lotion an(} its Budhist religious preachers 
made^ moral conquest of China, Japan, Ceylon 
and Indo'Asia, but its seaogoing vessels visited the 
foreign countries for trade and commerce as well 
as for conquest and colonisation. Consider those 
early days when the present European nations were 
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uncultured races, the Indians were proud of an 
advanced type of civilisation. Its high philosophy, 
still unsurpassed by any nation of the world, not 
even by Kant and Hegel ; its literature, its arts, its 
•’ndustries and its commerce and trade — its colonies 
and conquests, both physical and moral, through its 
religious teachers, were the wonders of the then 
world. Indian religion and culture were then a 
bye word. The cultural ponquest of Ceylon, 
China, Japan, Java, Burma, Malayan Peninsular 
Islands. Central Asia, i.e. over three-fourth of Asia 
and colonisation of Java, Ceylon and other parts ; 
trade and commerce principally through inland 
routes with Asian and European countries were 
the distinctive features of that great civilisation 
and that civilisation was nursed and carried 
principally through sea route by the Indian sailing 
vessels. This is the history of the Indian shipping 
Industry till the .middlp of the last century. 
Since then the Table has turned. When the 
character of those Indietns are depicted as that of 
semi-barbarians by Interested persons belonging 
to the newly bom nations, the saner minds in 
India take no notice of that picture as it betrays 
a colossal ignorance <bf the ugly artists whose 
picture is nothing but a reflection of the darker 
spots of their own country. 



T{!E CYCLONE OF 1864 



“earl of clarc” ashore on SI'^ of present north mill 
assistants’ bungalow, baranagore 
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After the introduction of steam power in 
First Iron Ship England the first iron and steel ship 
of England. built in the year 1858. It was 

the “ Great Eastern, ” a mixed cargo and pas- 
senger vessel, the first iron ship of 18,914 tons 
gross, with a .length of 680 feet, exceeded onl^ 
in 1901 by “Celtic” with 20904 tons gross and 
680 feet in length. Her ample proportions sufficed 
to carry enough coal for round voyage between 
England and Australia. She was, besides, the 
first ship fitted with steam steering gear. The 
history of hand-made gunny and cotton goods 
was repeated in the shipping industry. The 
Indians did not make any attempt to build steel ship 
with steam power. This want of adaptability to the 
modem appliances killed one of the best Industries 
of India. 


The fact is that if India aspires after any 


Without National 
Mercantile 
Marine, Export 
trade on a 
bigger scale is 
impossible in * 
India. 


increase of its export trade or to put 
it more properly, if India instead of 
being producer of raw materials wants 
to cdnvert its raw products to finished 
goods and thereby capture the foreign 


markets for disposal of its sjirplus products, India 
must have a mercantile marine of its own. It 


is not only the coastal trade but the international 

15 
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trade demands with all the force for a requisite 
number of mercantile marine. It is the transport 
facilities above all that is enjoyed by Japan and 
other foreign countries that make the goods of their 
origin cheaper not only in the Indian marke^ but 
2 i!so in other foreign markets, where Indian goods 
cannot stand in competition. Any dream of 
complete industrialisation of India without its 

own shipping trade is an idle dream. 

0 

Fabulous Income of the Shipping Trade. 

We have got no data to ascertain the income 
of the early Shipping Trade beyond the surmise 
that the growth of any Industry pre-suppose the 
fact that the Industry is a paying one. It may be, 
that growth and extension of Railway lines in 
India does not always conform to the above theory 
but there are political reasons for which some 
Railways are run by the Government, irrespective 
of the fact whether' they nre paying or not. But 
it is a fact that the present shipping companies 
are making fabulous income. Let us show the 
income under two categories, (1) the income of 
the coastal shipping companies, both in freight of 
goods, imported from one port to another and the 
passenger hire earned by the coastal shipping 
companies ; and (2) the freight that India pays 
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for its import and export in international trade 
and by way of passenger fare for international 
ports. 

(1) Coastal Shipping Income. 

As India ^is blessed with sea board of mor<f 
than 4000 miles and possesses good ports such as 
Rangoon, Calcutta, Madras, Bombay, Karachi, 
Colombo, (Singapore), Cannanore, Telichary, 
Waltair, Cochin, Alleppey and some other small 
ports interchange of goods passes between these 
ports. Thus Rangoon supplies its rice, timber, 
and oil to Calcutta, Bombay and other ports. 
Bombay supplies its cotton piece-goods to Calcutta. 
So a very heavy traffic passes between these ports. 
The rates of freight varies according to the distance 
between the ports and according to the class of 
articles. Thus the usual freight per ton of rice 
from Rangoon to Calcutta is Rs. 14/- whereas the 
freight on rice between* Rangoon to Bombay is 
Rs. 16. We quote the following from Mr. Hazi's 
“ Economics of Shipp^pg” ; — 

** Thus the average of freight rates firom 
Cannanore, Telichary and Calicut to Bombay, 
Karachi, Colombo, Calcutta aljid Rangoon is Rs. 29/- 
(per ton) ; the average freight rate from Bombay 
to all Indian ports on about 60 articles is Rs. 20/" 
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(per ton) ; the average from Mangalore to Bombay, 
Karachi, Colombo, Calcutta, Rangoon and Madras 
on about 50 articles is Rs. 19/- ; the average from 
Karachi is Rs. 20/- ; the aver£ige of freight from 
Cochin and Alleppey to Bombay, Karaclii and 
various other Indian ports is Rs. 25/- ; the average 
rate from Calcutta and Rangoon for general cargo 
is Rs. 21/- and Rs. 23/- respectively. All these 
figures of rates are taken frohn quotations per ton 
or 40 c. ft. to a ton. Commodities quoted by any 
other unit would, however, bear about the same 
rate by space or v/eight.” 

Taking an average of these, we get 22*42 as 
the average rate of freight along the Indian coast, 
i.e. the standard Indian freight rate may be 
regarded as Rs. 22/- per ton. 

Turning now to the amount of cargo lifted, 
we find that very, exact^ estimates give us about 
55 lac of tons* as exported from Indian coast 
ports for imports into Indian ports. 

So the annual income out of the freight on the 
cargo carried between the Indian coast^j ports 
amounts to Rs. 12,10,00,000 (55 lac tons at Rs. 22/- 
per ton) i.e. over Rs. ‘Il2 crores annually. 

Now let us see the income of the passenger 
fare in the Indian coastal ports. Tbe following 
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is the statement of the passenger traffic of Rangoon 
port for 15 years ending 1919. 

Rangoon Passengers. 



Arrivals. 

Departures. 

Total. 

1905 

^26,832 

274,643 

601,475 

1906 

291,751 

260,280 

552,031 

1907 

239,701 

226,966 

466,667 

1908 

252,075 

227,568 

479.643 

1909 

256,482 

192,801 

449,283 

1910 

268,107 

217.111 

485,218 

1911 

289,445 

221,981 

511,426 

1912 

256,985 

240.917 

497,902 

1913 

313,039 

271.687 

584,726 

1914 

216,841 

73,242 

290.083 

1915 

291,968 

198,715 

490,683 

1916 

229,865 

200,898 

430,763 

1917 

206,789 

216,910 

423,699 

1918 

238,138 

206,280 

444,418 

1919 

271,453 

200.646 

472,099 

Of these a 

very vast 

majority are 

Indian deck 


passengers. They play a large part in the economic 
life of Burma and their importance may be gauged 
from the following recorded opinign of the Rangoon 
Chamber of Commerce. 

“ Burma has fo very largely depend upon 
Indic^ for the all important labour supply with 
which to move her harvest, to man her Industries, 
to deal with her shipping,* to provide Railway 
servants and domestic servants and to supply 
coolies for general purposes. As matters stand. 
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the supply does not equal the demand with the 
result that wages in Burma are far above the 
Indian level”. 

Mr. Haji in his ” Economics of Shipping ” 
says ” Passenger trade is, however, ' an important 
adjunct of the shipping business and the fares 
derived from that source should be considered, 
if the present enquiry is to be as exhaustive as 
possible. Here, too, the business is divisible into 
two main classes, coastal and oceanic. As regards 
the former, exact figures are available only for the 
number of deck passengers travelling along the 
coast. Gireful calculations made by multiplying 
the number of passengers officially stated to have 
travelled in 1919-1920 between various Indian 
ports by the fares then charged for those passages 
give the following results : — 


Passages. 

Bay of Bengal 
Bombay Presidency i . 


Deck Passage Money. 
.. Rs. 45,75,000 
.. ,. 51,82,000 


Rs. 97,58,000 
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To this figure, we may add Rs. 12,42,000 
to round up' the total as also to account for the 
fares paid by the cabin passengers. The coastal 
passenger traffic earns, therefore Rs. 1,10,00,000* 
per annum. • 

We have shewn that the total income out of 
freight on , .cargoes . between the Indian coastal 
ports is Rs. 12,10,00,000. So the total income by 
passenger fare and freight on cargoes on the 
Indian coastal trade comes to — 

Passenger fare Rs. 1,10,00,000 
Freight on goods „ 12,10,00,000 

Rs. 13,20,00,000 i.e. over 

Rs. 13 crores yearly. 

The Capital Outlay on Indian Coastal Ships. 

When there was gi talk* of reserving coastal 
trade to the vessels owned by* the Indians only, 
the following estimate of capital outlay on ships 
was given by the 'Scindia Steam Navigation G>. 
Ltd «to the Indian Mercantile Marine Gmunittee. 

A statement of the «stimated total cost of 
Indian owned new vessels necessary to reserve the 
passenger and cargo trade along the co^t of India 
to vessels of the Indian Mercantile Marine. 



( 232 ) 


\2 Passenger steamers for traffic in the Bay of 
Bengal at an average price of Rs. 1 5 lacs each 

1.80,00,000 

3 Passenger steamers between Karachi and 
Bombay at Rs. 1 5 lacs each • • 

45,00,000 

20 Passenger steamers, in addition to Feify 


Boats, for the Karachi, Bombay, Konkon coast 
run (various size) • . »• 

1,00,00,000 

River Passenger services . . •• 

1,00.00,000 

100 cargo steamers of an average size of 7,500 tons 
D. W. at Rs. 1 1 ,25,000 each • * 

11,25,00,000 

Barges, Launches, tenders, tugs, fackles in various 
small ports .. •• 

1,00,00.000 

Total Rs. . . 

16,50.00,000 


“ To handle on an average o{ 50 lacs of tons 
of cargo in the coastal trade, ships of 6 lacs dead 
weight tonnage will be required.” Taking an 
average steamer to be of 6000 tons, this means the 
employment of tOO steamers, which would prove, 
and which does prove quite adequate for the 
preset needs of the country ” — says Mr. .Haji* 
Further the capital outlay of Rs. 16,30,00,000 can 
be reduced greatly if dargo steamers of not more 
than 5 years old are purchased to meet the coastal 
trade of India. The above estimate was given 
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some years back but if the present price of cargo 
steamers and passenger steamers is taken, the new 
ships will not cost more than Rs. 12 crores, 
and if some of the ships which are not 5 years old 
are purchased^ then the whole capital outlay on the 
ships will not be more than 9 to 10 crores of rupees 
fetching annually an income of more than Rs. 13 
crores. 


Shipping Capital. 

We quote the following from Mr. Haji s 
“ Economics of Shipping ” to show the fluctuation 
in the prices of ships at different times ranging a 
period of 25 years. 

“ Capital expenditure in shipping primarily 
depends upon the type and size of the vessels 
selected, the nature of* the tfade served and the 
time when the purcheise is made.* Taking the last 
first, a study of the shipping values for the last 
quarter of a century will show that wide fluctua- 
tions*are rather the rule than the exception in the 
tonnage market. TTie histq^y of these fluctuations 
during the last twenty-fivS years teaches many 
lessons which a buyer of new tonnage will be ill 
advised to neglect.” 
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SEA-GOING STEEL AND IRON STEAMERS AND 
MOTOR VESSELS OF 100 GROSS TONS 
AND OVER, OWNED BY THE PRINCIPAL 


MARITIME COUNTRIES. 



June 1914 

June 1923 

DiiJerence' 

between 

&)untry. 

Tons gross. 

Tons gi^ss. 

1923 & 1914 


Tons gross. 

(1) Great Britain & 

Ireland 

18,877,000 

19,077,000 

200,000 

British Dominions 

1,407.000 

‘2,219.000 

812,000 

(2) America (United 
States) 

1,837,000 

12,416,000 

10,579,000 

(3) Japan 

1,642,000 

3,402,000 

1,760,000 

(4) France 

1,918,000 

3,265,000 

1,347,000 

(5) Italy 

1,428,000 

2,788.000 

1360.000 

(6) Holland 

1,471,000 

2,606,000 

1,135,000 

(7) Germany 

5,098,000 

2,496,000 

2.602,000 

(8) Norway 

1,923,000 

2,299,000 

376,000 

(9) Spain 

883,g00 

1.169,000 

286,000 

( 1 0) Sweden 

992,000 

1,092,000 

100,000 

(II) Denmark 

768,000 

920,000 

152,000 

(12) Greece 

820,000 

743.000 

77,000 

(13) Belgium 

341,000 

600,000 

259,000 

(14) Austria-Hungary 

1,052,000 

, , 

. • 

(15) Other countries . . 

•2,057,000 

2,847,000 

790,000 

« 

42,514,000 

57,939,000 

15,425,000 


It will be seen that aivongst the principal 
countries apart from Germany, Greece is the only 
one which still shows a reduction in the tohnage 
now owned as compare^ with 1914. 

The sea-going tonnage of the United States 
has increased by over 10^ million tons. The 
other counti'ies in which the largest increases are 
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recorded are : — ^Japan, — 1 ,760,000 tons ; Italy, 
— 1 ,360,000 tons ; France, — 1,347,000 tons; and 
Holland, — 1,135,000 tons. Taken together the 
Scandinavian countries Norway, Sweden and 
Denmark show an increase as compared with 
1914 of 628,000 tons. 

In 1914 the United Kingdom owned nearly 
44^ per cent of the world’s sea-going steel and 
iron steam tonnage ; its present tonnage is just 
under 33 p. c. The United States occupy, now, 
the second place with 12,416,000 tons — equal to 
2r4 per cent. The other leading countries are : — 
Japan, — 3,402,000 tons ; France, — ^3,265,000 tons ; 
Italy, — 2,788,000 tons and Holland, 2,606,000 tons. 

Notwithstanding recent increases in the tonnage 
owned by Germany, the above table shows the 
change which has taken place in the maritime 
position of that countrjr, wh^re the tonnage now 
owned is some 2,602,000 tons less than in 1914. 

Obviously the above figures do not take into 
consideration the question of the efficiency of the 
varioas Merchant Navies, as in addition to such 
factors as size, age, type aqd speed of the vessels^ 
other circumstances, which ^ not lend themselves 
to a statistical analysis, would have to be taken 
into account. 
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Reverting however, to the topic of shipping 

Capital oi the conclusion derived from 

British Shipping a Study of the Indian coastal and the 

Companies. 

world s ocean tonnage, both cargo 
apd passengers, is further supported by a scmtiny 
of the cargo tonnage alone and of alll sizes. For 
this purpose let us take the cargo steamers of Great 
Britain which owns a large proportion of the requisite 
tonnage. An analysis of the British Cargo-Steamer 
Companies in the year 1922 also indicates the 
moderate character of the capital required in the 
shipping industry. 

No. of Companies. Paid up capital 

19 .. .. £ 100,000 and under 

34 .. .. 100,000- 500,000 

5.. .. 500,000- 1,000,000 

6.. .. 1,000,000- 5,000,000 

It follows therefore that the number of steamers 
Number of Ships belonging to«the different companies 
should also be limited. Out of the 
Companies. ^ companies mentioned above, only 
ten companies own more than ten steamers each ; 
of these only three have more than twenty steapiers, 
the first having fifty-seven steamers, the second 
and the third twenty to ‘thirty four steamers. 

Of the companies owning less than ten ships, 
nine own steamers varying from nine to five each ; 
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twenty seven companies have only two, three 
or four steamers each and as many as eighteen 
companies have each one steamer only. 


•The one-ship company is an important feature . 
^ , .of the shipping industry and new 

Profits of the r ♦ r i li 

one Ship formations of that nature are usually 

Company. yuIe. Any One with a knowledge 

of the business and in a position to raise about 
£50,000 can become, if luck favours him, a success- 
ful ship-owner theoretically competing on equal 
terms with the richest shipping magnate in the land. 


The smallness of the capital outlay in the 
Small Capita shipping trade in contrast with the 
ptog^^mp^S big capital outlay can be found from 
big'outiay*on° estimate of expenses in the ship- 
Raiiways. pjjjg jjjg countries by Mr. G. A. 

Sacter, Chairman of the Allied Maritime Transport 
Executive during the Var Which put the total cost 
on the ocean going shipping of all the countries at 
Rs. 450 crores (£30P,000,000 taking Rs. 15/- to £). 


• If we contrast the above capital outlay on 
shipping by all the nations, we will find that the 
capital outlay on the Indian Railways covering 
42,700 miles of Rail Road is about Rs. 800 crores ; 
whereas the same on the English Railways alone 
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amounts to £1,000,000,000 or Rs. 1,500 crores 
(Rs. 15/- to £) for 22,000 miles of Elnglish 
Railways. 


{ 2 ) Shipping Income on India’s Export and Imphrt 
Trade (Excepting Coastal Ports). 

“ The oceans provide the great highways of 
international trado which from port 

Ocean routes ^ 

nrtioM entrance to port entrance are free and 

open to all who observe the inter- 
national rules of the road at sea. Although ocean 
traffic follows certain rather definite routes, no 
nation and of course no Company, can convert 
any route into an exclusive right of way, such as 
Rail Road Corporation possesses. A few short 
sections of some frequented routes of ocean traffic — 
the Panama, the Suez, Corinth and Kiel canals — 
are artificial, and subject to tolls, but their use is 
normally open to, all upon equal terms. This 
simple but fundamental fact that the sea is an 
open highway, causes ocean transportation to be 
governed by laws different from those controlling 
the railway service ; and the main problerii of 
transportation economics, competition, rates and 
fares and Government regulations are radically 
affected by^ this difference between this railway 
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and the ocean highway ” — say Johnson and 
Huebner in their book “ Principles of Ocean 
Transportation.” 

Now ocean routes being free to all nations 
Immediate and to all Shipping G)mpanies and 
vestoenTon" initial capital outlay on the Rail 

Shipping trade. being not required in shipping 

trade — the capital expenditure in shipping is the 
purchase of the ships. It can meet all the expenses 
by freight and fare while leaving a port. Whereas 
it takes years to take sanction, to acquire land to 
build and to run a new Railway or to build a new 
factory — ^Shipping Industry can be started within a 
month or so and the earning of the shipping trade 
begins as soon as it begins to load cargo in any 
port. So we occasionally find that ships are 
chartered for carrying cargo or passengers for a 
short or long period and the chartered party some" 
times make good profit but of 'the transaction. 

As to the income of import and Export of 
India. — ^The income of the shipping companies 
varies according to rate of freight on the cargos 
they carry. This rate o^ freight is subject to 
variation as will be found from the following 
table. 
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GJcutta to United Kingdom Continent Jute rate 
per Calcutta Scale. 


Years. 

Highest. 

Lowest. 

Years. 

Highest. 

Lowest. 

1871 

100 0 

900 

1895 

30 0 

18 6 

1872 

92 6 

60 0 

18% 

22 6 

12 6 

1873 

95 0 

80 0 

1897 

32 6 

T5 0 

1874 



1898 

87 6 

22 6 

1875 



1899 

31 3 

25 0 

Wheat etc. 


1900 

33 3 

21 3 

1876 

800 

75 0 

1901 

25 0 

19 6 

1877 

75 0 

45 0 

1902 

23 9 

16 3 

1878 

60 0 

32 6 

1903 

21 3 

17 6 

1879 

80 0 

40 0 

1904 

30 0 

20 6 

1880 

85 0 

60 0 

1905 

25 0 

17 0 

1881 

75 0 

60 0 

1906 

26 3 

17 6 

1882 

65 0 

40 0 

1907 

20 0 

18 9 

1883 

60 0 

45 0 

1908 

20 0 

12 6 

1884 

42 6 

27 6 

1909 

24 9 

20 0 

1883 

37 6 

32 6 

1910 

24 0 

13 6 

1886 

33 9 

27 6 

1911 

32 6 

21 3 

1887 

35 0 

27 6 

1912 

36 3 

27 6 

1888 

60 0 

30 0 

1913 

33 0 

20 6 

1889 

45 0 

30 0 

1914 

35 0 

17 6 

1890 

36 3 

22 6 

1915 

150 0 

34 3 

1891 

40 0 

32 6 

1916 

210 0 

137 6 

1892 

33 9 

12 6 

1917 

915 0 

300 0 

1893 

30 6 

20 0 

tl918 

1,000 0 

300 0 

1894 

32 6 

• 22 6 

1919 

185 0 

177 0 


Cape 

Algoa 

East 

Natal 

Delagoa 

Ga<s. 

Town. 

Bay. 

Lond6n. 


Bay. 


S. d. 

S. d. 

S. d. 

S. d. 

S. d. 

I 

42 6 

42 6 

48 9 

50 0 

^2 6 

11 

30 0 

30 0. 

37 6 

37 6 

40 0 

111 

25 0 

25 O' 

30 0 

30 0 

32 0 

IV 

22 6 

22 6 

27 6 

27 6 

30 0 

V 

20 0 

20 0 

25 0 

25 0 

27 6 
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CakalatSon of Freight paid ia Eqiert aad Import Trade 
of ladia. 


We futd the average import of the 5 years 1925 
to 1929 is Rs. 239 crores. 


Whereas the average export ) o ^ 

of those, fiv“yeus } “6 crores. 

The shipping freight experts usually take 
8 p.c. of the value of the commodities as the 
freight of the cargo. The following analysis will 
show the correctness of the 8 p. c, method calcula- 
tion from the proportion of the total freight to the 
value of seme of the commodities imported into 
India and tabled below — 


Freight 

Chemicals . . . . . . 6 

Dyes and colours . . ..1.5 

Iron and Steel .. ..6 

Provisions and Oilman s Stores . . 6.5 
Spices . . . . . . 4 

Sugar . . . . 6 

*T*ea • . . . . . 1 .5 

Coal, Coke and Patent Fuel ^ . . 26 

Hides and Skins raw * . . ' , . . 3 

Oils . . . . . . 40 

Textile materials . . . . 2 

Chemicals, Drugs and Medicines . . 6 

Elves and colours .. ..13 

Metals (iron and steel) aitd manufactures 
thereof .. . •• 6 

Yams and Textile Fabrics * . . .83 

Total for 12 items . . 103,33 

Average for 1 item . . j8.6 


P. 

ft 
ft 
•f 
ft 
ff 
ff 
»» 
ff 
ff 
ff 
f f 
ff 
ff 


ff 

ff 

ff 

•f 


Ca 


16 
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Now as the values of the exports are F. O. B. 
and of the imports C. I. F. it will be necessary to 
deduct 1 0 p. c. from the latter to cover commission, 
freight, insurance, so that getting the F. O. B. 
value of imports as well, we can safely apply 
8. p. c. method of calculation of freight. 

Average impoit Rs. 239 crores. 

Less 1 0 p. c. about „ t23 „ 

Rs. 216 crores. 

Average value of import F. O. B. Rs. 216 crores. 

„ „ „ export F. 0, B. „ 326 crores. 

Rs. 542 crores. 

At 8 p. c. yields a total freight of rupees 43 
crores and 36 lacs that is earned on the Indian 
export and import trade exclusive of the freight 
on coastal trade. 

Besides the freight tl^p passenger fare on non- 
coastal oceanic tours for in-coming and cut-going 
passenger can be calculated as folic ws ; — 

In-coming 20 weeks business— 
at 300 passenger per Week — 

at Rs. 1 ,000 as passage money Rs. 60,1)0,000 
Out-gaing season 20 ><300x1000 60,00,000 

Od season 12 X 100 x) 000 .. 12,00,000 


1 ^ 8 . . . 


132,00,000 
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Grand Total income of shipping Trade in India. 

So we come to the grand total — 

Q/astal freight Rs. 12,10,00,000 
o°thljtadjTn Coastal passenger Fare 1,10,00,000 
Shipping Export and import freight 43,36,00,000 
Trade Otuinic passenger fare 1 ,32,00,000 

Rs. 57,88,00,000 

Over Rs. 57 crores is the income of the shipping 
companies on the Indian trade and to carry the 
whole trade 64,00,000 d.w. tonnage is required. 
If the average tonnage be of the ai/e of 8000 d.w. 
tonnage India would require 800 steamers to carry 
the whole load of export, import tiade inclusive 
of the coastal trade and passengers to and from 
coastal ports as well as oceanic and continental 
ports. 

Future Increased Income ^ Shipping Trade in India. 

But we have seen in the hrjt chapter that if 
the recommendations bnder the Ten Year Plan are 
carried out and if India undertakes the schemes 
of complete Industrialisation, both the export and 
import trade of India will increase and in course 
of Ten years’ time, we may expect that the com** 
bined value of the export and im^rt will 
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rise to more Rs. 1200 crores i.e. more than 
about two and half times of the present combined 
value of export and import trade. The total 
tonnage that will be required for India’s trade 
wsjll increase from 64 lacs to one crore sixty 
lacs, so that if the present trade demands 800 
steamers of average 8000 tonnage, we will 
require 2000 steamers of the same tonnage to meet 
the full demands of the trade and the income of 
the Indian Shipping, will be increased by two and 
half times of the present income i.e. it will come 
about Rs. 1 43 crores in normal years. If India can 
take at least half of the present and future increased 
shipping trade she would require 1000 steamers 
of average 8000 tonnage or about 2000 steamers 
of average 4000 tonnage within ten years time. 

White Paper and Shipping Trade. 

The proposals qf the^White Paper giving the 
Commercial English meichants equal status with 
sftieguards Indian merchants will set at rest 

all the agitation in favour of reserving coastal trade 
to the Indian Shipping Companies. Good, bad 
or indifferent, we have to take the facts as they 
are. In Shipping trade, previous attempts have 
beim made by several Indian Shipping Companies 
to have a^share in the coastal trade, but the unfair 
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competition of the existing fabulously rich British 
Compeuiies killed those companies. So any attempt 
for a big shipping Industry in India must take 
lessons of the previous failures in the line and should 
make ample provision against possible future 
competition in the line. If under the provisions of 
the White Paper reservation of Coastal Lines for 
Indian shipping be not allowed, Indian Ship> 
ping Companies must be placed on equal footing 
with the British shipping : i.e. either they will 
be taken in the Ring or the present Rebate system 
must be done away with. The Commercial safe- 
guards for the British Companies cannot place the 
Indian Shipping Companies in unfair position. 

Rebate System and the Shipping Trade. 

How jealously the present Ring of the shipping 

T1« cause that companies guard their interest in the 
led to the for- shipping trade is well illustrated by 

mation of Ring , . •'rot i 

"d^^bate the introduction of Rebate system by 
which the shippers of goods get 
certain per cent, usually 10 per cent rebate in 
the freight after a period of six months provided 
they do not book their goods in any steamer other 
than belonging to the pi^nt shipping Ring or 
Conference. In American shipping laws they 

do not allow any such inequitious Rebate system. 
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If any shipper book any goods in any steamer 
other than that of the Ring Lines he not only 
forfeits the Deferred rebate, but is also not 
entitled to the Rebate already earned. In this way 
t|;ie present shipping Ring Lines tie the hands 
of the shipper, leaving him no option to resort to 
other lines. The causes that led to the introduction 
of this Rebate system can be p^athered from the 
evidence of Sir Thomas Sutherland, the Head of 
the Peninsular and Oriental Steam Navigation 
Company Ltd. before the Royal Commission on 
shipping Rings. 


“ Conferences, pooling arrangements and Re- 
Evidence of bates were unknown in the Eastern 
southe'^wi trade until some years after the Suez 
femmiSfon or' Canal was opened. The carrying 
Shipping Rings. j-raJg ^as free at all points to who- 
soever might choose^ to put his capital into it, 
and yet rates of. freight were then higher than 
they have been since. This state of affairs was 
due to the fact that the supply of steam tonnage 
was then limited. But, in a very few years an 
entire change in the situation was evolved by what 
was called the compound engine, and the tonnage 
in the Eastern trade soon outstripped its require- 
ments. The natural result was impoverished rates 



( 247 ) 

and a struggle for existence which led to several 
lines withdrawing from the held, although they 
had entered under fair enough auspices. It was 
in the late seventies that the remaining lines, 
then* engaged in a hand>to»hand competition, 
began to dratv together so as to stave off disaster 
by coming to arrangements between themselves 
and with their customers.” 

We may find from the minority report of the 
Royal Commission on Shipping Rings how the 
shippers are tied down to the Ring Lines — 

” Under the Deferred Rebate, ” says the 
How Rebate Minority of the Royal Commission 

System ties OL* * n- •• i t 

down the shipper on shipping Kings a number or 

perpetually. CL* • • i • . 

shipping Companies combine to 
secure a monopoly of a proportion of the ship- 
ping trade. They affect their object by undercutting 
their competitors (if apy) in, freights until they 
have driven them away, and further by agreeing 
among themselves to charge the same rates of 
freight and to letu/n a fixed percentage of all 
freight, after a certain lapse of time, to all ” loyal ” 
shippers, i.e. those shippers who have not shipped 
any goods by steamers not ^lelonging to the Ring. 
Matters are so arranged that the Shipping Com- 
panies always have a portion of the Returnable 
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freight in hand. Consequently the shipper can 
never free himself from the Ring, even if he can 
find a steamer, not belonging to the Rmg, which 
is willing to carry his goods, except by submitting 
to a sacrifice. Unless a very large shipper^, he 
cannot charter an entire vessel. He* cannot, as a 
rule, afibrd to lose his rebates ; and so in this way 
he is permanently tied to the Ring. Even if the 
rate of freight has been changed while the 
Deferred Rebate is in hand, the Conference claim 
to retain it if their customer ships by an outskle 
steamer.** 

Chamber of ^^vcn the Chamber of shipping 
British Shipping United Kingdom is dead 

IS dead against . „ , , it 

the Rebate against all the rebate system adopted 
^ by the British Shipping and other 

Shipping Companies to the Ring Lines as an 
artificial means to capture the freight market* They 
have condemned the Re(>ate system as will be 
found from theif following report as made in 
1932, — *‘Free access to an open freight market, 
that is freedom to traders to ilse the most effective 


and efficient carrying power that is available is 
essential to the prosperity of international conunerce. 

The British shippmg Industry, in the interest 
of this country and of the Ejnpire, should adhere 
to the pdiiey of freedom of seas, on k footing of 
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equality to all ships, under all flags, in all Ports, 
in all international and in all inter-Empire trades 
and in so doing it will not only serve the interest of 
British trade but of the trade and shipping of the 
world. ” 

The Principal Shippiag Rings and Their Nationality 


Line 

Nationality 

Europe — ^South Africa 

British 

Danish 

German 

Swedish 

United States — South Africa 

India — ^South Africa 
Europe — ^Australa;>ia & 

British 

New Zealand 

. . British 
French 


German 

Europe — Straits & Far East Austrian 

British 

Danish 

Dutch 

Rench 

German 

Italian 

Japanese 

Russian 

Spanish 

Eurojbe — India and 

Colombo British 

French 

German 

Japanese 
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Line Nationality 

Europe — ^South America 
(&st Coast) . . British 

French 

German 

Italian 

Spanish 

Europe — ^West Indies 
and Islands . . British 

Danisl\ 

Dutch 

French 

German 

Italian 

Spanish 

Europe — ^South America 
(West Coeist) . . British 

French 

German 

Italian 

Europe — ^North America Austrian 

British 

Spanish 

Dutch 

French 

German 

Italijm 

Norwegian 

Swedish 

U. S. A. 

The following figures compare the rates from 

Bombay to United Kingdom and hrom Calcutta 
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to United Kingdom. It is to be noted that in 
Bombay no Rebate system exists but it has been 
introduced in Calcutta since May, 1919 : — 




Bombay. 

Calcutta. 

1st ] 

December, 1920 

. . 56s. 

3d. 

115s. 

15th ] 

December, 1920 

.. 43s. 

9d. 

115s. 

3rd 

fanuary, 1 92 1 

.. 3Is. 

3d. 

85s. 

15th 1 

fanuary, 1921 

.. 31s. 

3d. 

70s. 

1st 1 

February, 1921 

.. 3is. 

3d. 

70s. 

15th ] 

February, 1921 

.. 3Is. 

3d. 

55s. 

Ibt 1 

Vlarch, 1921 

.. 31s. 

3d. 

55s. 


Now this Defeired Rebate system is a 
formidable obstacle in the way of growth and 
development of the Indian Mercantile Marine. 
There are two courses open for the Indian Shipping 
Industry — 

First — ^An act to be passed by the Central 
Government making Rebate §ystem illegal as in 
the United States of America — s® that the Indian 
Mercantile Maiine can stand on equal footing 
with the already ekisting Ring Liners. Rate- 
cutting in Passenger fare in the coastal lines have 
been Wpped by the recent Act. Why not follow 
the same thing as regards^freight > Besides the 
impediment in the way of growth of National Mer- 
cantile Marine, Government loses heavily by way 
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of Income Tax. Though 20 p. c. of the freight 
is at present assessed by way ol Income 
Tax there are chance of evasions. None of the 
shipping companies belonging to the Ring are 
Indian Companies, the Government suffers 'a loss 
to a very heavy amount by way of Income Tax 
and Super Tax. Had the companies been Indian — 
the Government Revenue under the head of 
Income Tax would greatly augment. The Ring 
Liners should not grudge the equal facilities in 
the Indian trade and release their choking grip. 
It is just like lighting of a coward with a gun after 
disarming his opponent. 

Secondly — The second course is flooding the 
Indian waters as well as in other continental sea 
routes with good number of the Indian ships — say 
50 to 100 vessels from 4000 tons to 15,000 tons. 
This step will have two effects, either the Ring 
Liners will be forced to take the new entrants into 
their blessed Ring or they will agree to the cancel- 
lation of the much maligned Rebate s 3 rstem. A 
bold front if presented in the above way will have 
the desired effect. 

Thirdly . — ^The safeguards that are proposed 
in the White Paper while placing the British Com- 
panies onrequal footing with the Indian Companies 
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do not mean an unequal status for the Indian 
G>mpanies. So Indian shipping would be placed 
on equal footing with the British shipping in 
coastal ports, i.e. either they would be taken in the 
Ring or the government would do away with the 
Deferred Reb&te system. This is the implication 
in the safeguards as mentioned in the White 
Paper, and it will facilitate passing of a new ship- 
ping Act. 

Capital of the Shipping Industry. 

We have seen that to capture at least half the 
present and future increased export and import 
trade of India, India would require at least 2000 
steamers of 4000 tons to 15,000 tons in course of 
ten years time and the total capital for the pur- 
chase of the ships will be about Rs. 90 crores i.e. 
at the rate of Rs. 9 crores a year for ten years. 
Now as India will laui^ch on, a big ship building 
Industry as stated in the next chapter, it should 
be so arranged that after the purchase of the 
necessary ships for Ihe first and second years all 
the ^hips that India would require can be built 
from their own ship yards. We have tried to see 
in the next chapter that oost of building a ship 
in India would be less than the cost that is required 
to build ships in England, Germany and America. 
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The principal ingredients in ship making we mean 
the labour, steel plates, iron, copper and wood 
would be cheaper in India than in the foreign 
countries and from the third and subsequent, years 
the requisite number of vessels can be ordered 
and supplied from the ship yards of India. So 
the shipping Industry will necessitate opening of 
ship building Industry which again will require 
opening up fresh steel factories in India. Of 
course, in the beginning, the present Tata’s factory 
will be able to meet the requirements of ship 
building Industry. But with the growth of that 
Industry along with the growth of motor car 
Industry, Locomotive and other rolling stock 
industry and heavy machinery industry, India 
would be requiring gradually 10 to 12 big steel 
factories to cope with the demands. 

How to Raise the Capital of Shipping Industry. 

The capital for shipping Industry can be raised 
in two ways- 

First — ^TTiere are over 200 Native princes in 
How Native India. These Native States are 
dewiopn^t ©r financialljr autonomous. Some of the 
Indian Shipping, advanced Native Chiefs have gpt 

4tlready soipe indushies — such as cotton tnilb in 
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their States. Now-a-days the princes of the 
advanced States are taking increasing interest 
in contir ental tours and are spending a good deal 
on such tours. Now the tours they take are 
mostly in the ships owned by the foreigners. It 
will be more ’self-respecting for these princes if 
they can make the touts in the Indian mercantile 
maiine which will be in position to cater in a 
better ways to their needs and requirements. 
This is one side of the question. Besides that 
the shipping Industry is a very paying Industry 
and if the Development Trust Act is passed and 
if the Native Chiefs take advantage of registering 
corporate bodies under the above Trust Act as 
they do in case of Indian Companies Act and 
Co-operative Act — then they will be in a position 
to contribute several steamers to the Indian 
shipping Board. The average cost of two cargo 
steamers and one passenger land cargo steamer 
of say 4500 tons would not cost’more than 30 to 
Rs. 35 lacs and if the sum is raised from their 
States people on a minimum guarantee of 5 per 
cent, then the yearly charge on theit revenue will 
not be more than Rs. 1 lac 50 thousand to Rs. 75 
thousand* Besides the money of their subjects 
most of the Native States have got a decent purse 
which is known as Privy purse, which 'they can 



( 256 ) 

contribute towards the shipping Industry in India. 
So if the Native States of India can be interested 
in the shipping Industry at least one hundred 
Native Princes can contribute on an average 3 
steamers, some 300 steamers for the Indian mercan- 
tile marine. This is the most favourable time to 
make a proposal as above as the talk of federation 
of the Native Princes with India is maturing and 
eventually it may materialist. If a favourable 
circumstances like the above arises the only question 
will be the division of 20 per cent. Income Tax 
assessed on the freight that the India Government 
takes in the Indian ports, most of which are under 
the Central Government. The ships that the Native 
States will contribute will be directly under the ship- 
ping Board of India, who will manage and employ 
them as they think best. By this way 300 ships 
in the Indian waters as well as in continental 
routes will have tremendous effect on the existing 
jRing Liners, who may be forced either to take the 
National Mercantile marine in their Ring or will 
be a consenting parties to do away the inequitious 
Rebate system. If the Native States ci^ be 
indttoed to take interest in the Indian mercantile 
marine, well and good<; if not, the whole amount of 
yearly expenditure of Rs. 9 crores should be raised 
in India bn a minimum guarantee of 4 per cent. 
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interest and an addition I to 2 per cent., on the 
profits by India Government. Another important 
reasons for the Government to interest itself in 
the growth and develdpment of Indian Shipping 
Industry is that heavy financial commitments by 
way of interest on the capital investment on the 
several ports of India have been made by the 
Government. And it is a fact that the several 
Port Trusts are feeling the burden of interest 
and the interest is paid out of the Central Revenue. 
This heavy expenditure specially increased after 
war was in expectation of heavy Shipping Traffic 
which is not fulfilled. So the losses suffered by 
the Government can be made good by the profits 
in running ships under Development Trust. 
There is nothing new in the suggestion — in the 
Railways the capital expenditure is about 800 
crof^ for over 42,700 miles ofReul Road — some 
of the Lines have been acquired by the Government 
and in some Lines the capital has been raised on 
the guarantee of minimum interest by the Govern- 
ment. Recently owing td depression an’^ ^the 
competition of Bnses‘*^he income of railways 
in In^ia have suffered and they are running at e 
loss of about Rs. 9 crores*— the ^ntral Govern- 
ment though 'getting the required interest from 
Depreciation Fund of the Railways will have to 
17 
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meet that loss out of its Revenue. In order to 
recoup that loss the Government is passing an 
Act restricting the Bus competition. 

But the losses the Government is suffering 
owing to the expenditure of Port Trusts ^vould 
be amply recouped if the Indian mercantile marine 
is started on capital raised on the guarantee of 
the Central Government along with the Native 
States — if they choose to conie. Now let us see 
the charges on Central Revenue for interest on 
capital and other expenses for development of 
Railways : — 

In crores of rupees — 

1923 1924 1923 1926 1927 1928 1929 1930-31 
i4.32 ' 14.88 14.92 25:99“ 27.42 “ 29.44 ' 30.50 32.% 

Profits of the Shipping Trade. 

The profits on the shipping trade is quite 
high as is evidenced by the growth of Shipping 
Industry in several countries — such as in England, 
America, Japan, Germany and other countries. 
Some countries allow sub-ventions or subsidy to 
some shipping companies but in majority of cases 
the shipping industry is a very paying one without 
any such subsidy or bounties. If we examine the 
market value of the s'hares of shipping companies 
in several; coimtries it wjll disclose from the markk 
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quotation of these shares the profit earning capacity 
of the shares. We quote below from the evidence 
given by Mr. Hazi before the Indian Deck Passen- 
ger ^mmittee, which evidence was not contradicted 
by the two members of the G>mmittee beIongiri|' 
to the British Shipping interests. 

The following is a voyage estimate for a 
Passenger steamer (1000 Deck and 50 Cabin 
Passengers) with a cargo capacity for 3000 tons 
limning between Rangoon and Calcutta with rice 
and Jute respectively. 

Expenses for a Round Voyage of 20 Days. 


Upkeep (including repairs) and 


Insurance 

• • 

.. Rs. 

23,500 

Bunkers 460 

tons at 

Rs: 17 


per ton 

• ^ 

• • Sf 

7,820 

Port charges 

• b 

• 

• • ff 

3,200 

Stevedoring 

• • 

• • f» 

3,800 

Dunnage 

• • 

• • »t 

500 

(^laims 

e • 

• • ft 

1,000 

Sundries 

• • 

• • sf 

1,500 

Management expenses 

* * $9 

2,000 


Total .. 


43,570 
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Earnings. 

Freight money for 3000 tons at 


Rs. 14 

. . Rs. 

42,000 

Passage money 

• • f9 

31,000 


» Rs. 

73,000 

Profit per trip 

. . Rs. 

30,000 

Per year for 16 Trips 


4,80,000 

If the value of the 

steamer be 

taken at 


£1,000,000 at the rate of £25 per ton, the cost 
of the ship will be Rs. 1,350,000 or thereabout. 
So the net profit after allowing for depreciation at 
5 per cent, will be more than 30 per cent. 

Let us see how Japan is developing her 
shipping Industry and earning the profits on the 
Shipping Industry— 


Year 

No. 

of 

Cos. 

Paid up 
Capital.^ 

No. 

Tons gross. Earnings. 

Divi- 

dend. 

1906 

13 

4.3I6,70a 

344 

491,258 3,269,965 

9.23 

1907 

6 

5,713,157 

537 

527,766 3,883,272 

7.37 

1908 

18 

5,927,150 

543 

564,179 3,877,347 

7.10 

1909 

20 

6,005,018 

538 

575,872 3,748,770 

6.28 

1910 

20 

6,144,257 

535 

600,042 4,89,140 

6.43 

1911 

20 

6,163,630 

454 

648,866 4,489,431 

7.87 

1912 

18 

6,065,101 

419 

702,738 5,190,030 

9.11 

1913 

23 

6,248,400 

582 

785,190 5,963,042 

9.41 

1914 

24 

6,525,800 

578 

841,931 5,796,573 

8.11 

1915 

24 

6,579,650 

608 

895,615 7,584,541 

13.10 

1916 

28 

8,047,500 

603 

980,793 15,190,436 

26.11 

1917 

52 

17,420,000 

803 

1,127,483 29,513,179 

41.33 

1918 

65 

26,988,250 

1496 

1,386,642 63,845,t95 

36.00 

1919 

56 

26,932,827 

1542 

1,397,183 56,457,500 

27.96 
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The increase in the number of companies, 
increase in number of ships and tonnage, the 
increase in profits are the order in which the 
shipping industry in Japan has developed. 

Shipping as Career of Young India. 

We have^een that the Indians fiom the early 
periods were good seamen and the sea career of 
the Indians continued for about 3000 years till 
the middle of the last century. There were then 
sailing vessels. They braved all the dangers of 
the sea for trade and colonisation. The early 
shipping career of the Portuguese, Dinamar (now 
Dutch) and some other European nations are 
known as Pirates. The Rodda depredations as 
Pirates on the coast of Bengal is a well-known 
fact. Rodda or Captain Rodrick was subsequently 
captured by Pratapaditya of Bengal and was made 
the Admiral of his fleet. He* served faithfully, 
specially in his campaign against the Moghul 
invasion of Bengal and history 'records the suc- 
cessive defeats of the vast Moghul army against 
Pratapaditya. The activities of these Pirate ships 
can Ije compared with the activities of the frontier, 
tribes as regards plunder and loot of their neigh- 
bours. But during this long period of sea life for 
■about 3000 years, there is not a single instance to 
show that the Indian seamen soiled the good name 
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of India by any misdeeds. The present seamen 
are all lascars of the British ships, recruited chiefly 
from the Chittagonian Mohamedan class. They 
are uneducated and present an uncouth appearance 
before the world at large. They begin as ldscar& 
and remain so all their life. 


In the Shipping Industry ^nder Development 

Trust, we want the middle class 

of edu'cated'^**^'^ Indians to take to sea life and they 

Indians will be can be Only attracted if they have 
a distinct gam i r i 

for^indiaand got prospects before them — we mean 
emigration. the prcspects of being ship’s officers 
and captain. The risk of sea life is 
very very small now-a-days. The health on sea 
is better than most of the provinces in India. The 
educative value of visiting foreign lands — ^which 
the uneducated Indian lascars can not take advan- 
tage of, the broadenidg of vision and all that is best 
in foreign travel can be acquired by these educated 
young men of India and the Iqdian Society will get 
a distinct advantage, not only monitary but cultural, 
through the association of these young men ovith 
the foreign countries. These educated young men 
will visit the foreign lahds with their eyes open, 
\duch will greatly facilitate trade and emigration 
in those countries. 
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The Income of the Sea men — Let us take 
the present income of crews as well as officers in a 
ship say of 7400 tons D. W. It is usual to have 
five. Engineers and four officers exclusive of the 
master of the ship, while the member of crgw 
approximate about 53 men consisting of 22 deck 
hands, 24 men in the engine room, eight stewards 
etc. for the saloon and one carpenter. If European 
crew is engaged, instead of 55 men only 28 do the 
same work. A vessel of 4300 tons D. W. requires 
4 Engineers and 4 officers and about 39 crews. 
So we see that the monthly expenses of a ship of 
7400 Ions is the following : — 

A Monthly Wages and Victualling Bill for a 
7400 ton D. W. Steamer. 

European European Officers 
Officers & 

and Crew ‘Indian Crew 

Rs. P. Rs. A. P. 

Wages of officers 2,762 0 0 3^480 0 0 

Messing of officers 1,080 0 0 1,080 0 0 

(£8 per officer 
per month £] is 
taken at Rs. 15/-) 

Wages of 28 crews 3,920 0 0 1,700 0 0 

Messing for crews 1,260 0 0 1,083 0 0 

(at the rate of (at )9 11 0 per h^d 

£ 3 per h^d per month), 

per month) 


IJ,022 0 0 7.343 0 ’O 
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So there is an extra expenditure of Rs. 3700 
per month in a steamer where European crews are 
employed without the overtime allowance — ^an 
overtime allowance of Is. 6d. to the European 
crfw and 2s. 6d. to officer for every hour of work 
in addition to eight hours per day is now payable 
and may amount to Rs. 1,500 or Rs. 2000 per 
month per steamer. The wagfs of Indian crew 
is Rs. 30 to Rs. 31, whereas the wages of 
European crew is Rs. 140 a month. The messing 
charge of Indian crew is Rs. 1 7-4-0 per month, 
whereas the messing charge of European crew 
is Rs. 45. When the educated youngmen will 
be attracted to sea life, there would be a reshuffling 
of the present arrangement. In keeping the present 
quota of India crew, if the monthly wages is 
fixed at Rs. 50 plus Rs. 30 as fooding charge, 
the expense under the head of crew comes to 
about 4400, plus the pby and allowance of 
Engineers and Officers which being partly 
Indianised will come to a hgpre not more than 
Rs. 7500, per month. 

NnmW of Men that can find Emplo3rment 
in Slup||iing Trade. 

On an average of 64 men inclunve of officers 
and engineers are required for 8000 tons D. W. 
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and whereas 47 men are required for a vessel 
of 4800 tons D. W. If the average tonnage be of 
4800 then the number of steamers that will be 
required will be about 2000, so that the number 
of Indian that will find employment will be about 
94,000, roughly speaking about one lac ; and when 
leave and absence are taken into consideration 
another 25,000 will be required. So the shipping 
trade can find employment to about 1 ,25,000 
young educated Indians with decent monthly pay. 
In addition to the above the companies carrying 
the ships being registered under Development 
Trust Act can pay by way of bonus a decent 
amount on the profits of the workings of the 
shipping companies to their workers. 

Constitution under Development Trusts. 

There should be one Shipping Board for India 
with a Commissioner, on fi. decent pay say 
Rs. 10,000 to start with. Any German or 
American having an expert knowledge in the 
shipping trade will do well in the post. He will 
be Msisted by Board of «cperts in the shipping 
trade. The profit on the workings of ell the 
ships will be taken together Any isolated action 
will lead to imhealthy coml>etition and will end 
in disaster. So all the ships of Indian Nationality 
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will be managed and guided by one Central 
Oi^anisation and the purchase of the ships and 
its management and division of profits or other-> 
wise will be made by one Central Organisation, 
pamely — “The Indian Shipping Board.” 

AUocation of profits. — If the average income 
of shipping trade be put at 15 per cent after 
payment of 4 or 5 per cent ‘^on interest account 
on the capital guaranteed by India Government 
or Native States and after creation of capital 
redemption fund at a rate not less than 5 per cent 
so that the capital can be paid back in 10 years 
to 15 years time — a bonus at the rale of 2| per cent 
on the profit may be given to the workers engaged 
in shipping lines and the balance of per cent 
can be allotted in the following — 1 per cent to 
be paid to create a provident fund and the balance 
of per cent fof resep-e fund. But usually 
the income will be more than 15 per cent so that 
capital redemption fund and workers will neces- 
sarily get more. 



CHAPTER Vm. 


SHIP BUILDING IN INDIA. 

We have seen that the development of 
India’s shipping Shipping Industry in India would 
requirement. necessitate the opening of Ship Builds 

ing and Ship repairing yards, and if we can capture 
at least 50 pei cent of the present and future 
increased shipping trade, India would be requiring 
80 lac tons D. W. i.e. 8 million tonnage under 
the Ten Year Plan, i.e. at the rate of 8 lacs tonnage 
d year for ten years. We can meet the demands 
of the first two years by purchase of requisite 
number of mercantile marine from the foreign 
countries. But the demands of the third and 
subsequent years can be met ’from the vessels 
constructed in the Ship Building yards of India. So 
to meet its own demands, India would be required 
to build ships of about 6^ million tons. But if we 
compare the chief ingredients for ship building, 
we will find that India can build ships at a less 
cost than most of the ship ipanufacturing countries. 
Under the circumstances it 1^ but natural to expect 
that India would in course of years, be able to 
secure orders from outside for ship budding. So 
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in course of time it can be expected that the Ship 
Building Industry will flourish in India. It is a 
pity that the attention of our nation has not been 
drawn to this one of the most paying industries. A 
country that can supply labour at a smaller wages 
and can command the principal materials of ship 
building and that at a comparatively cheap price 
can make a great headway in the industry. 

i, 

Raw Material* for Ship Buildings. 

We would do better to quote from the document 
Lea?nc of * Ship Building ’ issued by Inter- 

N,U)()T)'sKeport. Economic Conference under 

the League of Nations. 

“ The ship building industry is a finishing 
and assembling industry in the sense that a great 
part of its materials, whether derived from iron, 
copper, lead, etc. aqd to ^ome extent even from 
wood, does not come into the industry in a raw 
state but in the shape of semi-manufactured 
articles. It (ship building industry) is therefore 
a large consumer of products of other industry, 
and a depression in ship building and marine 
engineering affects otl^r industries, specially the 
iron and steel industry. The following are usually 
delivered <^to the British Shipping Yards in 
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a comparatively finished condition : — Auxiliary 
machinery, such as wind-lasses, winches, steering 
gears, pumps, electric generating plant and 
refrigerating machinery ; as also small fittings, 
scientific instruments, and furnishing of all kinds 
from the w<Jod working and allied trades. But 
by far the most important element is semi-manu- 
factured iron and steel. Information supplied to 
the British G)mmittee on shipping and ship 
building Industries, after the war showed that 
the total quantity of steel materials (including 
plates, sections, forgings, casting, etc.) used for 
new ship construction in 1913 in the United 
Kingdom was 1,400,000 tons and that the weight 
of ingots used in the manufacture of these products 
was about 1 ,850,000 tons. 

These figures are independent of materials 
used for repairs. As "the total quantity of steel 
ingots consumed in the United Kingdom in that 
year was 6,325,000 tons the ship building and 
marine engineering industries would account for 
29 gjer cent of the total. These estimates take 
no account of iron, thojigh iron materials are 
largely used in marine engineering nor do they 
take account of materials used in Admirality Dock 
Yards”. 
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The Joint Enquiry of the ship building 
, Employers’ Federation and the Ship 

Report of other j . i • • i i* • e 

ship building yards Umons into the conditions or 

FcdcrSition* i * * i * i i * 

the Dritish industry reported in 
1 926 that for many of the materials required for 
ship building, particularly in cases where ship 
building is a market on which they are largely 
dependant, no complaint could be made on the 
prices quoted. But for lead and paint materials, 
upholstery, ropes, electrical cables, light castings 
and sanitary ware, the increase over pre-war prices 
ranged from 100 to 200 per cent. “The Gim- 
mittee is satisfied '* runs the report that prices 
are fixed at this unreasonable level by means of 
rings and price-fixing association ; and that as 
regards some of the articles, arrangement between 
manufacturers and merchants are such that it is 
practically impossible to buy direct from the 
manufacturers. In ^Denm^rk the material used 
in the industry (ship building) for the year 1924 
was 10,000 tons iron, 13,000 tons scrap irons and 
228 tons other materials. 

The above shows the materials that c are 
Wages of required ^r construction of the ships 
buiimng!” besides these materials, labour 

industry. jg pgjj handsomely in the ship 
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building Industry. Let us quote from the ‘ship 
building ’ document as published by International 
Economic Conference under League of Nations : — 

If THE NUMBER OF PERSONS EMPLOYED 
BY DB^^IERENT COUNTRIES IN SHIP 
BUILDING INDUSTRY. 

In Great Britain. 


July, 1923 July. 1926. 


Ship building and repairing . . 
Marine engineering 

270,200 

66,300 


224,120 

58,370 


Total •. 

336,500 


282,400 

In United States of America. 


Steel ships 

Wooden ships 

1914 

33.508 

10,981 

1919 

144,014 

43,432 

1921 

93323 

13,122 

1923 

51,961 

10,336 

Total •. 

44,489 

387.448 

106,445 

62,297 


In Germany. 


In 1925. 

In 1926, 

36,809 

29,000 

In France. 

In 1906 

In 1926. 

21,926 

20,000 



( ni ) 


2. THE WAGES PAID BY THE DIFFERENT 
COUNTRIES TO THE WORKERS IN 
THE SHIP BUILDING INDUSTRY. 

Great Britain (47 hours a week). 

Grades of workers. Rate per hour. Weekly earni..gs. 

Skilled workers .. 1 4s. I7d. 55s. 6d. 

Semi'skilled woikers .. lOs. 60d. 41s. 6d. 

Unskilled workers . . 9s. 93d. 38s. 6d. 

United States of America. 

In Dollars (weekly earnings). 

1914 1922 1923 1924 1925 1926 

14.35 34.10 34.10 32.19 34.50 31.50 

In Germany. 

(weekly earnings.) 

Skilled men. Semi-skilled men. Unskilled men. 

35s. M. to 37s. lOd. 32s. lid. to 35s. Id. 28s. Id. to 30s. 3d. 

Nether-Lands. 

44s. 6d. 38s. 9d. 33s. 

So it is found that thft monthly income of the 
skilled worker in ship building industry varies 
from Rs. 400 in the United States of America to 
Rs. 165 in Great Britain and unskilled workers 
from Rs. 360 in America to over Rs. 100 in England 
and if Indians are engaged in ship building indus- 
try, the expenditure igider the head workers will 
not be more than 50 per cent as spent by other 
ship manufacturing countries. 
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Secondly — ^Price of the principal raw materials 
such as iron, steel and wood will be much cheaper 
in India than in those foreign countries. So_ it 
can be expected that India would be able to build 
ships at a less cost than most of the ship building 
natidns and as such demands for the Indian 
ship will be piore in the foreign market. India s 
yearly demand will be 8 lacs tonnage. 

If the steamer be of average 4000 tons D. W. the 
yearly requirement will be 200 ships. To build 200 
ships a year India would require about 30 to 40 
ship-yards of different size and capacity and 
if India is fortunate to secure orders from outside 
for its ships, opening of more shipping yards will 
be necessary. 

The world tonnage, out of which the ships 
which are more than 20 to 25 years are the 
following — 

As per Report of the International Economic 
Conference. 

Existing Tonnage of 25 Years of Age and 
Over 30th June, 1926. 

in thousands 

No. of ships Tonnage 


Great Britain 

.. 1558 

1676.3 

Germany 

.. 392 

418 

United States 

.. 419 

614 

Sweden 

.. 579 

408 

Italy 

.. 386 

756.9 


7247 

8,805.7 


18 



( 274 ) 

So 7247 ships of about 9 millions tonnage 
being old and unserviceable should be scratched 
and with the demand of the trade, should be 
replaced and in every year some ships ^ing old 
are to be scratched. So if ship buildin^g js 
undertaken by India and if ships can be 'built 
ail a less cost, then there is every, possibility of 
getting good orders from other countries for the 
supply of ships. Usually ships are placed in the 
following broad categories — 

I 

(a) Oil Tankers — ^to carry oil. 

fb) Motor ships — driven by motor. 

(c) Cargo steamers — to carry goods only. 

(d) Both cargo and passenger steamers — ^to 

carry both passengers and goods. 

The cost of the cargo and passenger steamer 
is greater than a simple cargo steamer. 

We have seen elsewhere that a given tonnage 
of cargo and passenger steamer cost more than 
simple cargo steamer owing to speed, draft and 
special construction in case of the former. 


AS PER tYODif’S REGISTER. 

H 

A. Oil Tankers gross tonnage of the World. 

1914.. .. • .. 1,478,988 

1919.. .. .. 2,929,113 

1920 .. .. .. 3,354,314 

1924 .. .. .. 4,418,688 

1922.. ;. .. 5,062,699 

1923.. .. .. 5.203,601 

The ^ross tonnage is increasing in every year. 
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B. Motor Vessel gross tonnage of the World. 



No. 

Gross Tons, 

1914 .. 

297 

234,287 

•1919 .. 

912 

752,106 

1920 .. . 

1,178 

955,810 

1923 .. 

1,831 

1,668,414 


C & D. The number of ships of the world over 
1600 tons D. w. in the year 1914 was 8,445 with 
total tonnage 35,145,000. But if the sea>going 
steel and iron steamers and motor vessels of 
100 gross tons and over, are taken the world 
tonnage are in — 

1 9 1 4--42,5 1 4,000 1 923-57,939,000 

Price of the Tonnage. 

The price of the tonnage varies according 
to the ruling freight rates. If ‘the freight rate is 
higher — the value of ^he tgnnage goes up — if 
freight goes down, the price of* the tonnage falls 
along with it. 

Variation in Price of Ships. 

Vhere is a great fluctuation in the prices of 
ships. The value of the .ship varies according 
to the rate of freight. If the rate of freight m 
certain time is higher the price of the* ship goes 
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up, if it is low the price goes down. So like 
other commodities the price of the ship depend 
upon the world condition of trade specially on the 
freight market. We have seen in the last Chapter 
the great fluctuation in the freight market 'from 

33s. 3d. in 1900 to 1000s. in 1918i 

Value of Ships varies with freight trade. 

The following is takeif from Mr. Hagi’s 
“ Economics of Shipping ” : — 

Taking for our standard a new, 7500 tons 
dead weight, single deck steamer, 380 feet in 
length by 49 feet in breadth and by 29 feet in 
depth with a draft, fully loaded of 23 feet 8 inches, 
we find that its value in Great Britain has fluctuated 
from ;t36, 000 i.e. £4-16-0 per ton in the middle of 
1 908 to £2,32,500 or £31 per ton in December, 
1919. 

It is worth knowing however that the highest 
price ever paid for such a vessel before the Great 
War was in 1900 when the ‘price of the standard 
steamer which, towards the end of the last century 
was fluctuating round about £50,000 suddenly, 
jumped up to near^' £61,000. There was an 
equally sudden fall which was, with various 
unimportant exceptions, practically not arrested 
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until the record year of low values 1908, A. D. 
Freights, however, began gradually to improve 
and a 7500 D. w. tons steamer was sold at 
£58^00 in November of 1912 when again the 
ebb set in and it is believed that the tonnage value 
of new single deck steamer would have again 
reached in a few years the very low figure of 1908 
had not the Great War, with its high freights, 
caused the shipping values to soar to unexpected 
heights and rendered possible a record in the other 
direction. With the Armistice, however, the 
prices of ships again began to fall so that a 7500 
D. W. ton steamer with the specifications given 
above may be purchased to-day at a price ranging 
between £65,000 and £70,000, i.e. at about £9 per 
ton dead-weight. There lies an intimate relation- 
ship between the ruling freight rates and the ship- 
ping values. 


It should be noted that the value fluctuations. 


Size, draft, 
speed and other 
special specific- 
ations are the 
deteftnining 
factors of the 
price of steamers 


the bare outline of whose history has 
been given above, refer merely to a 
standard steamer of 7500 tons dead- 
weight with^ certain measurements. 
However the* size, draft, speed and 


other special specifications of a steamer also affect 
in varying proportions. In calculating detailed 
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price care to be taken when ordering the con> 
struction of a steamer, will be partly seen from the 
following instructive summary of the effects of 
specifications on prices taken from a well-infopned 
ai;ticle in the annual number of the “Fairplay” for 
1921. As regards the influence of size upon the 
price of a steamer it is stated that if an 8,000 tonner 
is taken at a certain basic rate ^er ton, it is found 
that for a similar class vessel, but reduced dead 
weight, at 4,600 tons, the rate per ton has increased 
by;fl. Another addition of ;tl is experienced at 
3,500 D. W. and further additions of £1 each 
time are found at dead weight of 2,750, 2,250 
and 1,900 while below this the rates per ton 
increase at a very rapid rate. The paradox is, 
of course, easily understood if it is remembered 
that the cost of the various articles required to 
build a steamer does not vary in proportion to 
their size. 


Besides the differences in dead-weight tonnage, 
^ ^ draft is another important factor 

aSect the price affecting the values of merchant sjiips. 
of !>hip. ^ vessel to carry 6,000 tons dead- 

weight on 22 ft. 6 in.< draft could have length and 
breadth of 339 ft. by 48 ft. bu^, if it is desired to 
carry the sAne dead-weight on only 21 ft. 6 in. draft. 
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it will be necessary to increase the length and 
breadth to 348 ft. by 49 ft. 3 in. The depth would, 
of course, be reduced by about 1 ft. 2 in. but depth, 
it must be remembered, is the cheapest dimension of 
the three, length being the most expensive. In fact 
the vessel of 21 ft. 6 in. draft requires 55 tons* of 
steel in excess of the amount required to build the 
vessel of same dead-weight on 22 ft. 6 in. As a 
result of the increased dimensions more timber 
and possibly more equipment will be required — 
while the labour cost will also be greater. The 
net result in a vessel of this size would be about 
Sh. 4 per dead-weight ton for a change of one 
foot in draft. 

Speed is one of the most expensive factors 
How speed Causing variation in the cost per 
ship** dead-weight. If the speed of a 

6,000 ton vessel is to be increased 
from 10 to 11 knots, other speaihcations remaining 
the same, the following alterations have to be 
provided for: — (a)* A finer block co-efficient; (b) 
an increase of about 39 per cent in indicated 
hdrse power requiring larger engines and boilers, 
the increased weight oP^ which will amoimt to 
nearly 1 00 tons ; (c) because of the finer block 
co-efficient and the increased weight machinery, 
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the dimensions will require to be increased so as 
to maintain the dead-weight ; (d) the increase 

of dimensions will add an extra weight of about 
60 tons of steel. 

The net result is to increase the cost of, the 
hull by about Sh. 4 per dead-weight ton, and the 
machinery by about ;f3,600 or Sh. 12 per dead- 
weight ton, or Sh. 16 per ton all told. 

Again comparing two vessels of identical dead- 
weight, although of similar type and specification, 
but one having a draft one foot shall lower, also 
one knot more speed, than the other, the difference 
in value is exactly Sh. 20 per dead-weight ton. 


PRINCIPAL SEA TONNAGE IN MIDSUMMER 1914. 


Flag. 

1600 G. T. & upwards. 

No. 

Gr.T. 

(1) British 


4,174 

18,197,000 

(2) German 

• « » » 

743 

3,799,000 

(3) U. S. A, (Sea and Philippines). . 

513 

2,216,000 

(4) French 

• • • • 

357 

1.602,000 

(5) Japanese 

• • • • 

429 

1,496,000 

(6) Italian 


355 

1,310,000 

(7) Dutch 


263 

1,285,000 

(8) Norwegian 


323 

1,087,000 

(9) Austrian 


230 

927,000 

(10) Greek 

• • • • 

.262 

771,000 

(11) Spanish 

• • • • 

229 

664,000 

(12) Russian 

• • • • 

149 

531,000 

(13) Swedish 

* • • • 

183 

526.W0 

(14) Danish 

« • • • 

156 

466,000 

(15) Belgian 

• • • • 

66 

210,000 

(16) Portuguese 

* • • • 

13 

8,445 

58,000 

635,145,000 
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Location of Ship Building Yards. 


Clyde and Tyne form the major Ship Building 
yards of England. Ship building yards can be 
started on the side of the Ganges down the Howrah 
Bridge and in other parts of India — where the 
transport cost of the iron and steel forgings and 
wood works will not be prohibitive. Marine 
Engineering works being part and parcel of ship 
building should be located near ship building 
yards. 


Constitution of Ship Building Yards. 

There should be one Commissioner in charge 
of all the ship building yards of India. India 
being totally ignorant of modern ship building 
process — in the beginning all the Engineering Staff 
would be foreigners till and \intil the Indian 
youths are trained in this line. The Manager 
with his Engineering Sta^ should be foreigners. 
These yards should be started under Development 
Trust. The capital of the Clyde yards is £20,00,000 
private and £70,00,000 of public limited companies. 
Tlie total capital of the ship building yards of Clyde 
numbering about 40 yards is«about 12 to 13 crores 
of rupees. So a capital of 20 crores will serve 
the purpose in the first few years. As these yards 
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will supply yearly the requisite number of ships 
to the Indian Shipping Board, the capital of the 
Indian shipping can be advanced for Ship Building 
industry in India. 

Workers of Ship Building Industry. 

About one lac to one lac fifty thousand 
young men can find employment in the Ship 
Building and its subsidiary industries with decent 
remuneration, with the world demand for Indian 
ships more men will find employment. Beside a 
monthly remuneration, ship building industry can 
earn sufficient profit to pay up the 4 per cent 
interest guaranteed by Government as well as 
create a capital redemption fund to pay back the 
capital within 15 years and can pay bonus to the 
workers on the profit. 



CHAPTER IX. 

STEEL INDUSTRY IN INDIA. 

Steel Industry is the basic industry of tKe 
world. The majority of the industries in any 
advanced country depends upon steel products. 
Beginning from the pin, needle, spring and finer 
part of watches to luxurious passenger liners, 
steel is the principal ingredient. Modem civilisa- 
tion would have been impossible but for steel. 

In transport — The locomotive, rolling stock, 
rail line, motor cars, ships, aeroplane, telegraph 
posts and lines — for all steel is the principal 
material. 

In factories — For mass production — all the 
big or small machineries, tl]e engine, the shaft 
etc. steel is the basic material.* 

In agriculture — The tractor, scythe and other 
agricultural tools or Implements are made of steel 
or iron. 

In printing — ^The printing machines and 
parts, some of the type (as lead is also used for 
Lyno or Mono printing machines) are made of 
steel. 
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In building and Structural Engineering — 
The steel frame of a building, the beams, the 
rafters, the corrugated sheets, the tin plates, 
bridges, piers etc. are all steel. 

In war fare — The guns, the shells, bullets, 
the war ships, cruisers, submarine and other war 
material arc mostly made of steel. 

In house hold — The cutlery, screw, bolt, nut, 
ring, the sewing machine, safe, bed-stead, almirah, 
chair, table and hundred other things are made of 
steel. 

In Municipality — ^The water pipco, the 

electric and gas posts etc. are all made of iron. 

In fact steel plays such an important part in 
the development of modern civilisa- 

Modern age . , li i • 

may be called tion that we may call this age as 
steel age, in analogy to the stone 
age. If we can conceive- of a period when all 
the iron ores of rhe world would be exhausted 
we may think also that the fabric of modem 
civilisation will then crumble to dust. Steel being 
such an important and potent factor in building, up a 
modern nation, it deserves the serious attention of 
our countrymen for its development. We have seen 
that under the Five Year Plan, the Soviet Russia 
is paying the greatest attention to the development 
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of a gigantic steel factory at Magnetogorsk with a 
capacity of yearly production of 40,00,000 (forty 
lacs) tons besides other steel factories with 1 1 lacs 
tons production. The capital they have invested 
for their steel factories are 800,000,000 (eighty 
crores) roubles equal to about one hundred and 
twenty crores of rupees. In 1913 the total out- 
put of steel in England was about 63 lacs tons. 
In America its biggest steel factory, i.e. Gray 
Ind produced 30 lacs tons a year with several 
crore tons from its other American steal factories, 
the combined and total production of steel ingots 
and casting in U. S. in the year 1 928 amounted 
to more than 5 crore tons i.e. more than 5 times 
the products of United Kingdom which produced 
little over 96 lac tons ingots and casting in 1928 
to meet the demands of its several industries, such 
as ship building, motor car, big machinery, loco- 
motive and other factories. The Tata’s Factory in 
India was producing 3 to 4 lac tens a year with a 
capacity to produce 6 lac tons through Duplex 
process. So in ordtJT to launch on a scheme of 
big industrial development India would be re- 
quiiflng 50 lac to 60 lac tons of steel a year 
and as such starting 10 oi 12^ steel factories as big or 
bigger than the present Tata’s Factory is the first 
and primary thing. The present capital of the 
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Tata’s Steel Factory inclusive of the debentures 
is about Rs. 15 crores. But considering the fact 
that the Tata’s Factory being the pioneer one 
passed through several stages of evolution in order 
to incorporate the up to date method and prbcess 
of steel production — we may roughly assume the 
capital of new steel factory in India with a capacity 
to produce 6 lac tons a year at about Rs. 10 crores. 
So under the Ten Year Plan-Hhe capital invest- 
ment on steel industry in India would be about 
Rs. 100 crores i.e. at a rate of Rs. 10 crores a year. 
But the demand of steel depend upon the progress 
that India makes in its ship building and other 
industries. 

In 1913 alone the British shipping yard 
consumed 14 lac tons of steel made from steel 
ingot of over 18' lac tons. Besides other iron 
parts— as per report, of the Intel national Economic 
Conference on sh'ip building. Thus in ship build- 
ing industry alone, England consumed a quantity 
of steel, equalling three and half years’ out-put 
of Tata’s Factory in 1925 which amounted to 4 
lac tons or three or four big factories like ’lata’s 
were required to me^ the demands of steel for 
ship building industry of England for one year. 
Of course ‘^there «re good years and bad years also 



( 287 ) 

and the year 1913 may be considered a good year 
of ship building in England. 

So it can be equally shewn that in motor car 
indii^s industry and jute and cotton textile 

requirment machinery industry and Locomoti^(e 

of steel. • 1 1 • 1 • 

and other industries India would 
require 10 to 12 steel factories with capacity to 
produce 50 lac to 60 lac tons a year. If the 
basic material of all these big industries — ^we mean 
the steel — can be produced at a cheaper rate than 
most of the other steel producing countries, then 
India can not only meet the demands of its own 
country but can export and secure the orders of 
other countries for its manufactured articles such 
as ships, motor cars, locomotives, textile machinery 
and hundred other kinds of products from steel. 
In this way India can raise its export trade to a 
decent figure. In India the cost of labour will be 
cheaper than other maihifactuVing countries and if 
steel and iron can be produced cheaper then the 
manufactured goods, of India can stand in compe- 
tition in the foreign market. 

How to produce steel and iron cheaper in India ? 

The first thing we are concerned \»th, is iron 
ores ; most of the ores in England contains 50 p.c. 
iron. If the ores possess 62 per cenf iron, the 



( 288 ) 

ores can be considered as good ones. If they 
contain more than 62 per cent as can be found in 
most of iron ores in Tata’s factory they can be 
classed as better ores and if they contain more 
than 65 per cent iron as in some foreign countries 
and in India they can be classed a5 the best type. 
Besides the iron ores, the steel factory must be 
contiguous to the coal field from which coal can 
be had at a cheap cost. So if in any country the 
iron ores contain, say, 62 per cent iron but the coal 
field lies at a great distance making the cost on coal 
higher, the advantage of commanding high grade 
iron ores is counter-balanced by the high cost on 
coal. Next to the cost of iron ores and coal, the 
cost of labour and management charges must be 
cheaper. To produce cheaper steel and iion in 
addition to the above, the most uptodate process 
must be adopted 'in manufacture of steel. At 
present there are four or five methods of manu- 
facturing steel. *There are advantages and disad- 
vantages in each method. We get from the Right 
Hon’ble Abercony’s book on “ Basic Industries in 
U. K. ” — the chapter on steel industries, in 
Sheffield, one of the biggest centre of steel and 
products from steel in /-he world. “ Until recently 
the four principal steel making processes were 
followed ifi Sheffield — namely, — 
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1. Hunts man process — This invention was 
adopted by Sheffield in the year 1770 for piodudng 
cast steel. Since that time Sheffield ceased to 
produce iron and this cast steel made a complete 
transformation^ of Sheffield trade and she became 
a steel centre and ceased to be iron centre, which 
position she held from the 1 2th century when 
she produced iron from iron ore in a crude method 
and made shear, sickle, scissors and other house- 
hold implements. In the sixteen century, She- 
ffield had to purchase Danish and Flemish iron 
for her finer products. After adoption of Hunts- 
man’s process Sheffield made a great headway 
in the manufacture of cast iron. In 1851 the 
production of cast steel in Sheffield by Huntsman 
process was estimated at 40,000 tons and in 
1881 — thirty yeais after — the production of cast 
steel rose to 100,000 tons. The cast steel that is 
produced through Huntsman jprocess possesses 
the quality of perfect homogeneity but at a great 
cost of money and labour. 

2. Bissemer Process — It was an invention 
of Sissemer to produce stwl directly from pig 
iron. This process was in^oduced in America’s 
steel factory which made it possible for America 
to sell her steel and steel products cheaper in the 

19 
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market according to the observation of the world 
famous Girnegie in his book on “ Empire of 
Business Though America borrowed the 
process of steel products from the mother country, 
i.e. England — it was Bissemer process that created 
American steel a better demand in the woild market 
than the British steel. The defect in Bissemer 
process is the uncertainty as regards homogeneity. 
So it is not used now in Sheffield. English steel 
was daily ousted from the foreign market during 
Carnegie’s time owing to adoption of Bissemer 
process by American steel manufacture though 
America still adheres to Bissemer Process. 

3. Siemen*s process — This process is an 
improvement on Bissemer process. This process 
is capable of producing steel of almost any weight 
up to 100 tons at one operation and in one furnace. 
The uncertainty as to homogeneity in Bissemer 
process is absent^here. he steel produced through 
Siemen’s process approaches to Huntsman in 
homogeneity. 

4. The Electric fumace—This process 
produces steel approaching crucible steel in its 
properties and specially high grade alloy steel. 

5. Duplex method — This method has been 
introduced in Tata’s Factory recently and we find 
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that the production of steel is monthly increasing. 
Tata’s programme is to produce 6 lac tons of 
steel a year through this process. The producticm 
capacity of Tata’s Factory till the introduction of 
Duplex method was 409,716 tons of steel ingpts 
and 1,055,1 f7 tons of pig iron in 1928. 

As we have seen that with the growth of 
, modem civilisation steel and steel 

facture of India products are in more demands, so 

as compared to , , . r ii i 

the world manu- it IS the primary concerns or all the 

facturc of steel, , - . - 

nations to produce more steel and 
steel products. But in this respect the position of 
India is not an enviable one. In comparison with 
position of other nations in respect of production of 
steel only, not to speak of steel products, the 
position of India is lowest of all. In 1928 United 
States produced over 5 crore tons of steel ingots 
and castings whereas •India * produced only about 
4 lac tons, i.e. less than 1 p^r cent of United 
States products, T^e Indians unused to big fac- 
tories stand aghast at the sight of Tata’s Factory 
wljere their vision is dazzled. But Tatas Factory 
is a pigmy as compared t<^ giant production of 30 
lac tons of Gray Ind of •United States, 40 lac 
tons capacity^ of Magnetogorsk of Soviet Russia. 
Even in 1913 the production of stedl ingots of 
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steel factones of Durhman & Riding is over 20 lac 
tons (as per book of Right Hon’ble Abercony). 
There are several big factoiies of the world each 
of whose products vary 5 times to 10 times that 
of Tata’s and these factories (except in Soviet 
Russia where the state capital over Rs. 120 crores 
have invested in steel factories) are flourishing 
even without Government bounties. The future 
steel factories in India should aspire after bigger 
production than Tata’s. Tata being pioneer in 
the field has done a good and distinct service to the 
country by training up young Indians in the art 
of manufacture of steel. Late Sir Jamsedji has 
shewn us the way. He had got to do a good 
amount of spade work. His prospecting parties 
had explored iron ores of better quality in several 
places. The experience and trairung of the Indians 
will make it possible to start steel factories in 
India with lesii cost, better efficiency and less 
mistakes, and time' may come when India may not 
have to import foreign experte for production of 
her steel. The steel factory of Tata has rendered a 
distinct service to the Government during ;ivar 
and supplied war materials to the Government at a 
cost less than six crores of rupees than the market 
rate — ^as per Mr. Lovet Fraser’s book on “ Tata’s 
Factory. ” *' If the Government purchased the 
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materials at the market price—Tata would not 
have to borrow capital on Debentures— so would 
not have to take any bounties from the Government. 
The interest that are paid on debentures makes 
the cost of production higher — so tarrif duties on 
imported st^l is felt a necessity to complete with 
foreign steel. In addition to above, the overhead 
charges and management charges were higher— 
both of which as per Tarrif Board’s recommend* 
ations, are now being reduced. Over and above 
these, Tata’s are trying to increase its products 
so that at the end of 1933 to 1934 the steel products 
may come to 6 lac tons a year. 

England’s Need of Indian Steel. 

If we take the figure of production for 1928, 
we find that United States o{ America produced 
51,544,180 tens of steel ingots and casting whereas 
in the same year Onited’ l^ingd cm produced 
96,36,300 tons of the same materials, i.e. less than 
one fifth of American production. Inclusive of 
India’s products of 4 lac tons, Canada’s products 
ofe 12,29,303 tons and Australia’s products of 
4,66,000 tons — the total •products of steel ingots 
and castings in 1928 throughout the British Empire 
is about 1,17,00,000 tons, i.e. about^one fifth of 
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products of United States of America. India is 
the only country in the empire who can manufac- 
ture steel in a bigger proportion. The present 
world civilisation is a “ Steel Civilisation A 
reduction in the steel products means less export 
and less national wealth. So we find that after 
the war, export of England is dwindling. In order to 
command a national wealth at a par with America, 
England and here colonies and ^dependencies must 
increase the steel products. The steel products 
of her colonies as well as of United Kingdom 
containing 50 p.c. iron generally in her iron ores 
having reached theii maximum, it is now left to the 
turn of India to come forward with a gigantic 
steel products for the Empire. The time is 
fast approaching when India’s steel can be exported 
to England without duty as per Ottawa pact. 
The export of pig 'iron from Tata’s Factory to 
England is not considered an advantage — evidenced 
(by the recent Speech of the Chairman of 
Tata’s Factory) as per Ottawa pact. 

Besides the export trade, almost all the war 
materials such as battle ships, 

Indian steel , in i 

will be required cruisers, g'ons, shells, etc. are made 
for the Empire. ‘ each year some battle 

ships and cruisers are to be scratched owing to 
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their age. So the demand of the Empire for 
steel is dally increasing and India is the only 
country in the Empire to meet the increasing 
demands. 


Japan’s Need of Indian Steel. 

Japan is usually called England of the East. 
In 1928 Japan produced steel ingots and casting 
19,05,707 tons and pig iron 29,303 tons — whereas 
India produced pig iron in 1928 — 10,55,117 tons. 
Japan imported pig iron from India and other 
countries 572,902 tons and iron ores 1 ,842,363 tons 
and made steel ingots out of them. So Japan’s 
demand of steel is the greatest in the world. 
If India can start several big steel factories — Japan 
will be one of the biggest consumer of Indian steel 
as they are at present of the Indian raw cotton. 
The greatest rival of India in the Japanese market 
will be the America!^ steel. So if the future 
steel factories in India can produce steel cheaper 
it will have great demand not only in England 
but in Japan too. 

JEarly History of Iron and Steel Industry in India. 

Origin of^melting. 

It is supposed that ancient India acquired the 
art of melting and forging iron from the Chinese. 
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It is, at any rate, certain that in the early ages 
Indian artificers possessed to a high degree, skill 
in melting and fabrication of metals. This is 
witnessed in the wonderful workmanship of ancient 
weapons still found in India, and the 3,000'year old 
iron pillar of the Kutub Minar ney Delhi, the 
methods employed in the construction of which are 
unsolved by metallists of to-day. In the middle 
ages the craftsman’s dexterity ^as still maintained 
and India supplied the materials from which the 
famous Damascus steel blades and gun barrels were 
made. The Industry flourished till the downfall of 
Sikh independence in the last century, chiefly for 
the manufacture of swords and armour. 

From the very early period manufacture of 
iron from iron ores were known to the Indians. 
Coal was not then known in the market. The 
early Indians used charcoal for making iron. The 
old and labourious mfethod'they adopted still may 
be seen in use in India to-day. The village 
worker in iron melts his ore with the aid of wooden 
bellows, handled by bis assistants exactly as his 
forefathers did in the days when Alexander the 
Great raided the Punjab. He knows no better 
method nor does he tries to know one. The 
world famous Dameiscus steel blade of middle 
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ages was made of “ Woolz ” produced from 
Hyderabad. In the early parts Mediterranean 
countries used to get iron and steel from India. 
Casting metals as are found in the famous column 
of Kutub Minar near Delhi is another example 
of Indian skill in manufacture of iron. " The 
column is estimated to be three thousand years 
old and it represents a forging which weighs 
between 7 and 8 tons ** — says Lovet Fraser in his 
book “ Iron and steel in India”. 

This crude method of melting ore by charcoal 
Causes that led was adopted by Sheffield Iron Works 
Steffie'idMd in the 1 2th century. So far they 

America. stood at a par with the Indian 

iron workers. But in 1 770 Sheffield Iron Workers 
adopted Huntsman invention of cast steel, since 
then Sheffield became the steel centre of the 
world instead of iron centre. We have seen how 
by introduction of Hudtsmarf method Sheffield 
produced 40,000 tons of cast steel in 1851 and 
100,000 tons in 1881., And as Bissemer process as 
introduced in America, was a distinct improvement 
on Ijuntsman — ^Sheffield adopted Bissemer process 
for manufacture of steel. They also adopted the 
subsequent invention of Siemen’s method and 
electric furnace. 
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Here lies the secret of success of the European 
^ .u 1 j and American iron and steel manu- 

CatisL'^ that led 

to the downfall factures. THough India began to 

of Indian iron . i i i i i 

and steel producc ifon and steel through crude 

m.iniuactur method some 2000 years before 

the Europeans and Americans, thejj still adhered 
to those old and crude method. The same story 
as we find in shipping, cotton fabric and silk 
industries, is repeated in iron ^ and steel industry 
in India. So up to starting of Tata’s steel factory 
in 1911, India had to import ail steel materials 
from Europe and America. The more one in- 
vestigates the cause of fall and decline of once 
renowned industries of India, the mere he is 
convinced of the ignorance and lack of insight 
of the Indian craftsmen and merchants to adopt 
the modern methods. To preach in this age any 
anti-mill theory of Karl Marx is simply ruinous to 
country’s cause. The music of Charka and 
anti-mill socialisn^ will lulf India to eternal sleep. 


First Iron and Steel Factory in India. 

• The first attempt to produce iron and steel 
Marshall was made by Mr. J. Marshall 

attempt Heath — a Madras Civilian, who gave 

up hif service in 1824 and 
started factory at Portnovo in Salem district in 
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Southern Madras. The iron ores were considered 
to be good ones. But his greatest difficulty was 
charcoal difficulty— which was then used for 
melting iron ores. Heath’s furnace was capable 
of production of 40 tons a week. Madras Govern- 
ment advanced Rs. 5,71,000 to Heath’s factory. 
The ambition of Heath was to produce Bar iron 
which could be exported to England to compete 
with Swedish iron in England. The cost of 
manufacture was at that time given at Rs, 45 (£3) 
per ton for melting and Rs. 53 (£3 10s 8J) 
for making malleable iron or blooms. As the 
factory was not going on as it should be, the Madras 
Government appointed a Commission to enquire 
into its workings who reported that the Company’s 
affairs were due to the lack of “ Engineer of 
education, capacity and experience”. In 1847 
and 1 850 steps were taken to form bigger Company 
but India Government was against it. So the 
scheme dropped. Thereafter tfte East India Iron 
Company was started out of the Salem works of 
Mr. Heath with a capital of £400,000. As they 
experienced charcoal difficulty they divided the 
work» in three sub-factories in several places byt 
still the charcoal difficulty was not removed — so in 
i 874 after 50 years, the Company ms dissolved. 
General Mohan R. A. points out in his history 
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of Portnovo works that in the last stage charcoal 
difficulty ceased to be the principal cause of 
failure ; what finally shattered the high hopes 
formed originally was that the rapid growth of 
iron Industry in England, the more scientific 
method adopted and the greatly reduced cost of 
production rendered Mr. Heath’s original calcula- 
tion about the possibility of competition entirely 
obsolete. ” Instead of trying English market if the 
works’ production tried to capture Indian market— 
there was a fair chance of success. 

The Second Iron and Steel Works at Barakar. 

This factory was started in 1875 at Barakar 
near the coal fields. It suffered reverses at the 
outset but since 1899 it passed into the hands of 
Bengal Iron and Steel Company under Messrs. 
Martin & Co. of Calcutta and is attaining moderate 
success. The works can produce 80 tons of pig 
iron a day. 

History of Tata’s Steel Works at Sakchi. 

Jamsedji Tata — the foKnder of Tata’s steel 
tmj initial factory — was in connection with 

difficulties. 

“ Report on the financial prospect of iron workings 
in Chanda district'*’ in Central Province as 
written Ritter Von Schwarz— a German expert 
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who was frequently employed by authorities to 
investigate iron and coal deposits of India. 
He was the first to announce the existence of 
the ^mous “ hill of iron ” at Lohara and gave 
the description of the dimension of the “ hill of. 
iron ” as three* eight of a mile long, 200 yards 
broad and 100 to 120 feet high. Tata’s active 
mind was fired by his perusal of Von Schwarz’s 
Report. The mining regulations of the Govern- 
ment at the time were very strict and development 
of any private enterprise was not looked upon with 
favourable eye. The unfortunate exclamation of 
Lord Lawrance, “ I know what private enterprise 
means. It means robbing the Government. ” 
“ Was the rule of the day specially in mining 
regulations ? Credit is given to Lord Curzon who 
removed all the inequitious provisions of mining 
regulations which made it possible for Tata to 
make any serious attem{bt for* his Steel Factory. 
Sir Jamsedji saw several times Lord George 
Hamilton — who was first an under Secretary for 
India for 4 years and thoi Secretary of States "for 
7 y^rs. Lord Hamilton gave him encouragement 
to start a steel factory in Indw and promised him all 
possible help of the Government in the matter. 
On his return to India Tata took the prospecting 
license of Lohara and Peepulgaon from Sir Andre^w 



( 302 ) 


Fraser, who was then Chief Commissioner of 
Central Province, who gave him encouragement to 
start a steel factory in India. While Tata was busy 
in his prospecting. Sir Earnest Cassel, thd great 
capitalist, who has done so much jfor development 
of Egypt, visited Lord Curzon in 1902 to 1903. Lord 
Curzon advised him to investigate the iron deposits 
in the neighbourhood of Jubbulpur. Sir Cassel 
appointed two experts Martin and Louis, who 
were not favourably impressed with Jubbulpur 
deposit of iron ore. So Sir Cassel gave up the 
idea of starting steel factory in India. 

In the meantime Tata’s prospecting of Lohara 
, and other deposits went on. Lord 

l-low a Bengalee , . . _ , 

geologist Curzon got impatient of Tata s 

spotted out the ., , r.* r> i 'T' 

Tata’s present dilatory procedure, oir Uorab 1 ata 
factory side. Weld who prospected Lohara 

and other deposits got disappointed and the pro- 
specting licenses of other places except Lohara were 
cancelled. After expenses and troubles of so many 
yd&rs, the prospect of starting steel factory in India 
was hanging in the balance. How a mere ohuice 
played the destiny of«future steel factory of Tata 
is narrated in the f olloVing event . Being thoroughly 
disappoii^ted as to prospect of a steel factory in 
India, Dorab Tata went to s^ the then Chief 



( 303 ) 


Secretary of Central Province. On learning that 
Chief Secretary was out — he went to Nagpur 
museum to pass his time. There he saw a map 
with* black mark spotting the iron deposits in 
Drug district in Raipur. Mr. P. N. Bose, 
Bengalee geologist reported in 1887 the rich 
deposit of Drug district. After seeing the Chief 
Secretary, Sir Dorab Tata and Mr. Weld hastened to 
Rajgarh hills and saw Dondi Lohar a hill of 
300 feet high. Mr. Weld climbed the height and 
was astonished to find that his footsteps rang 
through his feet as though he was walking upon 
metal. He had found a veritable hill of almost 
solid iron and there was another hill not far away 
which was chiefly composed of iron also. On 
result of analysis of ore 65^ per cent of iron was 
found. When Sir Thomas Holland visited Dhali 
and Rajgarh hills — on going half way he said “ I 
need go no further, I have sfeen enough. I only 
wanted to satisfy myself that the rate you propose 
to work, you have enough ore to last for 15 years 
with an output of 250 tons a day The samples 
brought by Sir Thomas, on analysis, was found 
containing 67^ per cent tof iron. The hills are 
supposed to contain 2^ million tons of ore 
carrying about 67^ per cent of iron. 

Mr. C. P. Perin, when he afterwards visited 
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Dhali and Rajgarh hills, declared that they were 
one of the mineral wonders of the world. 

After the discovery of one of best hills of iron 
deposits the next consideration that troubled the 
Tata’s prospecting parties was coal. The factory 
must be contiguous to coal fields where coal can 
be had at a cheaper rate. The cost of coal plays 
another important part in marfufacture of pig iron 
and steel. The present estimate is that one and 
half tons of Jharia coal produces one ton coke. 
One and one fourth tons of coke produces one ton 
pig iron. So to manufacture one ton of pig iron 
from iron ores 1 1 tons of coal is required. 

Next to coal there must be continuous supply 
of water for cooling furnace. 

To answer the above requisite condition, 
Mr. Weld of the Tata’s prospecting party selected 
Padampur on the Mchanadi near Sambalpur as the 
site for the steel factory. 

In the meantime Mr. P.iN. Bose who retired 
from Government service was in the employ of 
Mourbhanj State. He wrote a letter to Tata 
G>mpany to inspect the rich iron deposits of 
Mourbhanj State. Messrs. Perin and Weld were 
taken to Gourimahishini, Badampahar and Sulapet. 
’The hills were 3000 feet high and they found 



( 305 ) 

enormous and rich deposit of iron ores — nearly 
as extensive as Dhali and Rajgarh hills. They 
found here hundreds of acres “ ore float ’’ lying 
loose on the surface which required no mining and 
simply had to be picked up by unskilled coolies. 
The cost of jnining was very low. Mr. Williarh 
Seckirk, mining Engineer of London reported that 
if 1 5 million tons had been won the property would 
still be far from exhausted. 

So a place near Sini Junction was at first 
selected but subsequently Sakchi the present site 
was fixed upon. The Lease of the above property 
was taken from Mourbhanj State on condition of 
no royalty for 3 or 4 years, half anna per ton of ore 
theieafter rising upto -/8/- per ton. The average 
for the period of contract is 3^ annas per ton. The 
ores of the place possess iron from 61 '85 per cent 
to 64*33 per cent. 

Government agreed to purchase 20,000 tons 
yearly steel rails of Tata for 10 years and to supply 
coal at a less railway charge. 

The factory bein^ nearer to Jharia coal field 
the coal, the factory gets, is at a cheaper rate. 

•^There was now difficult to raise the requisite 
Difficulty to capital. Dorab Tata tried his utmost 
Mid s^toe*qwnt' t® *'a*se the capital from England 
success. failed. On the starting of 

20 
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Swadeshi movement in Bengal, Dorab Tata thought 
of registering his Company in India and on August, 
27 in 1907 the first prospectus was issued. 
There was spontaneous response from the Indian 
public and tlie whole capital of Rs. 2 crores 
30 thousand was subscribed in 3 wec^cs’ time. Mr. 
Azel Sahlin in a lecture delivered to the Stafford- 
shire Iron and Steel Institute in 1912 described 
the instant response to the Tata’s steel floatation. 
He says — 

“ From early morning till late at night, the 
Tata’s officers in Bombay were besieged by an 
eager crowd of native investors, old and young, 
rich and poor, men and women, they came offering 
there mites and at the end of three weeks, the 
entire capital required for construction requirement 
£1,630,000 was secured and every penny con- 
tributed by some 8000 Native Indians and when 
later on an issue of Deberfcure was decided upon to 
prp^de working capital, the entire issue, £400,000 
was subscribed for by one^ Indian magnet, the 
Moharaja Scindia of Gwalior.” 

TATA'S SERVICE IN WAR. 

A. Suppl:^ of war materials 

In a foreward written by Mr. Stanley Reed 
on Irotf and Steel in India ’ by Lovet Fraser 
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says : — " meantime the war brought to the fore- 
front the greatest of Mr. Tata’s enterprise. The 
armies in Mesopotamia, East Africa and Palestine 
wer^ largely equipped and maintained from India. 
Cut off from supplies from East and West, tlje 
resources of India could not have been mobilised 
for the service if the Tata’s Iron and Steel works 
at Jamshedpur had not furnished a continuous 
supply of rails for the Indian Railways and for the 
Strategic Line, which allowed our troops to push 
forward to decisive victory in Palestine and 
Mesopotamia. Now the war is over, the works 
destined to form Trunk from which will spring a 
variety of vigorous industrial branch industries 
with iron and steel as the base of manufacture” 

B. G»ntributioii of Rs. 6 Croret to the 
India Government. 

“In other words by supplying 2,91,562 tons 
of steel materials to the tovernnjent at an average 
base price of less than Rs. 150/- per ton, this 
Company made a saving about Rs. 6 crores 
to the Government ” — said Mr. Lovet Frasef in 
his book “ Iron and Steel in India.” 

Location of Future Steel Vaotories in India. 

It is about 25 years ago since Tata’s, no 
serious attempt was made by any ptospecting 
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party to find out the iron deposits in India with a 
view to start a steel factory. Tata s was the first 
and with exception of Mysore Steel Factory and 
until-now is the last attempt in this direction. 
Sipce the last attempt of Tata, the position of 
India has greatly improved for starting steel 
factories. Besides the opening of railway lines 
along with the opening of several railway collieries 
in Chotonagpur and Central Province — collieries 
have been opened in Hyderabad making it possible 
for starting steel factory in Salem and in other 
districts of Southern Madras. The new railway 
line from Raipur to Waltair port is another distinct 
advantage for transport of raw materials such as 
iron ore and coal at a cheap cost. So if any 
serious attempt for prospecting is made now as 
was made by Tata, it is possible to select some 
site for future steel factories in Orissa, Chotonag- 
pur division. Central Province, Madras and in 
other parts of India. We have seen that inspite 
of all the expert knowledge of the American steel 
expert and inspite of the labours of several years 
Tata’s prospecting party could not find out^the 
location of exact kinds' of iron ores as well as the 
site of their factory. It was the genius and 
research of one Bengalee gentleman Mr. P. N. Bose 
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that brought in a ray of hope to the disappointed 
prospecting party and ultimately it was Mr. 
Bose who directed the location of Gorumahisini 
and Badampahar hills of iron ores to the Tata’s 
party. Mr. Bose’s name will ever be remembered 
in Tata’s factory with respectful memory. 

India’s need of its own steel. 

We have roughly estimated that to meet the 
demands of India in its ship-building programme, 
for its motor car and cycle manufacturing 
factories, for its big machineries — such as Jute 
machineries, cotton-silk, silk and cotton waste 
and for other textile machineries factories, for 
its paper, soap, matches and hundred other 
machineries, for its locomotive and railway rolling 
stock factories, for its building and structural 
materials factories, for its tractor and other 
agricultural tools and ^mpleftients, for its house- 
hold tools and implements fndia would be 
requiring at least SO lacs to 60 lacs of steel 
besides iron products to meet its requirement for 
home consumption within the ten years under 
its Ten Year Plan and ten or twelve steel factories 
of the present output of Tata can meet the 
demands of India. 
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Besides the above, Indian steel products will 

How America great demand in other foreign 

absorbed more countries. So On an average of one 

than half of the i i i i 

world gold crore of tons of steel would be 

though steel. • i r • i “• 

required tor its home consumption 
add for its export in course of another 25 years 
time. We have seen that the present civilisation is 
** Steel civilisation ” — the more steel a country 
can command the more wealth it can acquire. 
It is not by magic wand that United States of 
America took away more than half of the gold 
of the world. It is principally due to the output 
of steel and steel products that enabled United 
States to acquire such vast riches. Let us take the 
figure 1928 (as per the Report of Institute of 
Steel and Iron Industry of London). 


PRODUCTION IN 1928. 



Steel iegots St castings. 

Pig iron. 

United States of America 

.. 51,554,180 

28,156,714 

Germany . . 


.. 14,507,013 

11,804,330 

United Kingdom 


,. .8,519,700 

6,610,000 

Soviet Russia 


.. 4,152,508 

3,280,405 

Japan * 


.. 1.905,707 

29,303 

France 


. . 6,532,943 

* * 

Canada 


.. 1,229,303 


Belgium 


.. 3.906,370 

, . 

Luxumburg 


.. 2,567,108 


Australia . . 


446,000 


India .. , 

. • 

.. 409,710 

l,055',117 
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So regarding the output of steel, the combined 


Steel prcduce 
of America in 
1928 is more 
than the com- 
biriiid output of 
the world. 


output of the world in 1928 does 
not approach the output of United 
States. Hence it is not unnatural for 
United States of America to draw, 


like sponge, tihe major portion of the gold hoardir/gs 


of the world and if this state of a^airs is allowed 


to continue, we are afraid, most of the gold of the 
world will fly to America. England and her 
colonies have reached the maximum of their 


output of steel and iron. It will be to the ad- 
vantage of England as well as of the Empire to 
encourage India for starting sufficient number of 
steel factories to cope with situation so that 
England and her colonies can maintain not only 
their present financial position, but their position 
as a first class power. 


Constitution of future steel factories. 

There should be one fne^'an steel and iron 
Board under the charge of an expert assisted by 
few Directors witlf the knowledge of steel and 
iron manufacture and connected with ’other 
bttsiness. The monthly pay of the Commissioner 
in charge of the Steel tod Iron Boaid can be 
settled according to his* qualification ; and we 
think Rs. 10,000 a month will serve ^he purpose. 
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The factory will be in charge of a Manager. We 
think we can get now a qualified man from Tata 
on Rs. 5000 a month. The new steel factory 
can be started with less overhead charges. 
Gjmmissioner under Development Trust Act will 
siipervise and inspect all the steel fdfctories under 
the said Act and his monthly pay and allowances 
would be contributed by several factories. 

t 

Profit* of future ateel factories. 

A country which can command the best type 
of iron ores contiguous to coal field can earn good 
profit on its steel and iron business. Tata’s 
example in this direction is not the sure guide. 
The overhead charges and other expenses in 
Tata’s factory being very high (as per report of the 
Tariff Board) — the future steel factory in India 
should try to avoid those expenses. It will not 
be bold statement Jo m^ke that under similar 
condition as Tata’s — a new steel factory can earn 
now a profit of at least 15 per cent in normal 
years and if the required capital of Rs. 100 crores 
is raised at the rate of Rs. 10 crores a year under 
Development Trust at 4 per cent minimum 
guareintee of interest — the profits of the factory 
will not only pay regularly the interest but can 
create a capital redemption fund which will pay off 
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the capital amount within 15 years. As per terms 
of compames under Development Trust, the 
subscribers to the loan as well as the workers 
can ^ get a decent amount in shape of bonus at 
the end of the year out of the profits of the 
companies. 

Number of Workers that can get employment in Steel 
Factories in India. 

Sheffield alone employ 80,000 to 90,000 
workers in normal years — as per statement of 
Right Hon’ble Abercony. If Tata’s and its sub- 
sidiary businesses can employ about 20 to 30 
thousand people the future steel factories can 
employ about 10 times the number. So an 
additional 4 to 5 lacs people can be employed 
in future steel industries and their subsidiary 
businesses in India with decent income. 



CHAPTER X. 


Motor Car Industry in India. 

The history of Motor Car begins from the 

Early history of 1892— when in France the 'first 

motor car Motor Car was manufactured. In 

ilianufacture. ... ^ 

the beginning, the motor car was not 
allowed to run more than 4 miles an hour and one 
attendant with flag in hand^ had to run on the 
foot path all the way before the car. French 
cars are still the best type of car in the market. 
In the beginning motor car was considered a luxury 
but as in case of use of other materials what is 
considered a luxury to-day becomes a necessity 
to-morrow — so is motor car to-day. Motor Car is 
a necessity in the present day social life. As the 
motor cars came more in use, every advanced 
country tried to .manufacture the cars and since 
1892 uptil the present day Jthough the use of motor 
car in India is daily increasing none has thought 
the possibility of motor car manufacture in India. 

There is a distinct advantage for India to 
„ ^ launch motor car factory as there is 

facture in India heavy impoit duty of 37 per tent 

— the facilities. i ar • • -r 

on the loreign cars — excepting 7 
preference in case of the British cars as per Ottawa 
agreementc So if motor car can be manufactured 
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in India it will get preferential treatment of 37 per 
cent. The ingredient for motor car manufacture — 
the iron steel forgings, and the labour will be 
cheaper in India than in any other motor manufac- 
turing country. The minimum pay of Ford’s 
Factory is 6 ^dollars a day of eight hours work. 
So any unskilled labour in Ford’s motor factory 
earns about Rs. 475 a month (calculating dollar at 
Rs. 3-2-0 and 25 working days a month). The 
skilled labour gets higher pay. There are about 
one lac and ten thousand skilled and unskilled 
workers in Ford’s motor car factory. And consi- 
dering the average pay of the workers at Rs. 500 
a month, Ford’s factory pays about Rs. 66 crores 
a year by way of pay to the workers. In spite of 
all these expenses Ford sells his car at 339 to 500 
dollar i.e. about 1019 Rs. to Rs. 1500 at a profit. 
The post of a deputy magistrateship is a high 
ambition of Indian graduates. An unskilled worker 
who gets admission to-day in I^ord’s factory earns 
in a month as much as an Indian Deputy Magistrate 
of 10 or 12 years staAding. We have seen in the 
ship building industry that the pay of woricers 
(skilled semi-skilled and unskilled) is quite decent 
one. What we want to impress on the public is 
the fact that India can s'blve its middle class 
unemployment equally as the other nations of the 
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world have done, by launching upon big industries. 
We are spending our whole energies in political 
and communial questions with dubious result, while 
if the activities of the whole nation are concentrat- 
ed towards the Industrial and agricultural re- 
generation on a modem and uptodate method, 
the workers as well as the country will be much 
benefited by them. A nation who inspite of all 
the vast resources of his country can be blind to 
this fundamental fact cannot but be a most 
backward nation. It may have high philosophy, 
literatures and arts, it may have industries in the 
old days but the present generations are but the 
unworthy decendants of the ancient civilized 
race. In the ancient period, the Indians took 
initiative in every sphere of industries such as, 
ship building, iron melting, muslin, cotton and 
silk goods manuffvcturing. Now a days no initia- 
tive is required but only, to see with eyes open 
and to do what •other nations are doing in the 
field of industries. 


Capital of Motar Car Industry. 


Now a days when we talk of motor*, car 


Smallness of 
capital of 
Fords Factory. 


manufacture in India, our enthu- 
siasim is chilled at the idea of huge 
investment made by the foreign 
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companies for motor car manufacture. But Mr. 
Ford, now the greatest motor car manufacturing 
magnet of the world has proved the possibility of 
starting motor car manufacturing with a very 
small capital, i.e. less than one lac of rupees. 
On the 16th ’June, 1903 Ford, started his Fork 
Motor Company with a subscribed capital of 
1,00,000 dollars but the paid up capital was only 
28,000 dollars i.e. about Rs. 85,000. With this 
small capital Ford built up his motor car factory 
which is now the biggest motor car factory in the 
world. The present output is over 20 lacs cars a 
year. Mr. Ford is now considered as the richest 
man in the world. It is interesting to note the 
gradual development of his factory. 

Year. Number of cars produced. 

In 1903 .. 1^5 Cars 

„ 1903 .: 1513 „ 

„ 1904-5 , 1695 

„ 1913-14 ... 264972 „ 

„ 1918 .. 700000 

.. 1923 .. 2090959 .. 

So till 1919 Ford with the small paid-up 
capital and with the profit o) his business developed 
his business and in 1918 his factory produced 
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over 7 lac cars. On the 9th July in 1919 Ford 
Motor Company was re-organised under the laws 
of Delaware for an authorised capital of 10 crores 
dollars. The Company was chartered to kuild 
automobiles. Trucks, Tractors, Air craft. Inter 
combusion engine, Ships, Locomotives and all allied 
products. 


To-day the form of Ford organisation represents 
Why Ford's ^ Complete industrialisation in which 
fttke-proof. every link is strong. Raw materials, 
transportation and manufacturing are 
entirely under the Company’s control. The Ford 
Industries are independent of strikes, price fluctua- 
tions, or shortage of raw materials such as coal, 
iron and timber and every stage of transportation 
from mines and the forest to the finished production 
is regulated. The mining of iron ores are done by 
Ford employees, the 'cuttink of timber in the forest 
are done by Ford men. The transportation of the 
raw materials are done by nvjtor ships belonging 
to the Ford Company. The workers who are 
connected with the Ford’s concerns do not get Ipss 
than 6 dollars a day for r:ach unskilled man. The 
semi-skilled and skilled men get better wages. 
Their appointment is permanent. So there is no 
strike in Ford’s concern. 
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Ford's River Rounge Plant. 


The raw materials are brought mostly by 
Ford’s motor ships to the River Rounge Plant. 
Hero there are blast furnace to manufacture from 
iron ores, pig iron and steel; As soon as iron anfl 
steel are produced in their hot state they are taken 
for necessary forgings — rediater, gear, spikes — 
in their 54 departments. Each department can 
produce more than the combined production of 
the same parts of motor machinery in the whole 
world. River Rounge Plant produces every day 
500 to 600 tons of iron and steel motor car ma- 
chinery parts to supply Ford’s High-land-park 
for assembly. 


Ford’s High Load Park. 

High-land-park may be called the cradle of 
Ford’s Industries^ Whjle the^ River Rounge Plant 
deals primarily in raw materials^ High-land-park 
may be likened t<f gigantic machine shop. It 
makes 13 of the major assembly of Ford’s Car 
and Truck besides turning out thousands of 
TrJcktor parts for the River Rounge Plant. 240 
car loads of raw materials enter the High Land 
Park Factory in 12 hours and 260 cars of finished 
parts leave it in the same period. 
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Besides assembling parts for finished motor 
cars. High Land Park possesses a gigantic power 
plant, which is always a hobby of Mr. Ford. How 
expeditiously and with clock-like regularity^ the 
whole process of motor manufacturing is done in 
Ford’s Factory can be gauged from the following 
facts — 

From the time of delivery of iron ores to the 
River Rounge Plant, to the finishing of cars in 
High Land Park, for toad use — it takes only 33 
hours. So iron ores which were for centuries 
lying idle are converted through certain processes 
to finished motor cars within 33 hours and become 
not only active and living force in human society 
as if by magic wand but ave sources of a great 
national wealth for United Stotes of America. 
This is the service of Ford’s Motor Factory not 
only to United States but to the world at large. 
Ford’s ambition is to make his cat so cheap that 
most of the bimilies can buy., and use it. So we 
find to-day that a very good raimber of his factory 
workers have purchased his car on weekly payment 
system and that in America over 2 crores of motor 
cars are in use i.e. at the rate of one mem in every 
five men in America ks a motor car owner. 

Mr. Ford provides for his workers, amongst 
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whom can be counted a good number of cripple, 
every sort of amneties that is humanly possible. 


Motor Car Factory in India. 

If motor -car factory is to be started in India 
where the purchasing power of the people is greatly 
reduced — the plant of Ford and the process of 
Ford manufacturing must be adopted. Ford’s 
method will cheapen the car like an3rthing to suit 
the pocket of the Indians. Even on payment of 
more than Rs. 18 a day to the ordinary labourer 
Ford can sell his car between 339 to 500 dollars 
equal to Rs. 1017 to Rs. 1500. TTie price of 
the raw materials such as iron ore, coal, timber, 
etc. will be equal if not cheaper, than in Ford’s 
factory and if the ordinary workers in India be 
paid Rs. 4-8 a day i.e. one "fourth of what is 
paid in Ford’s Factoryr-they will be a satisfied 
class of workers. So it can be expected that the 
car . that can be prod’uced in India will be cheaper 
than the selling price of Ford’s car in America 
and as the Ford’s car has got a demand througliout 
the world for its durability and cheapness — so the 
Indian motor car can command good sale in the 
world market. 

21 
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In the Five Year Plan, the Soviet Russia 
purchased the whole Ford’s motor plant and 70,000 
parts of cars at £60,00,000 which is always 
considered in the world as the most intelligent 
contract ever made by the Soviet Russia under her 
Five Year Plan. 

At a price of 70,000 motor car parts the 
Soviet Russia is getting the ^advantage of patent 
right, the services of engineers to fit up the motor 
car factory as well as training up the Russians in 
motor manufacture in Russia and in Dearborn 
factory of Mr. Ford. 

Location of Motor Car Factory. 

We think if, in the beginning, motor car factory 
is started near about Tata’s steel factory, — ^Tata 
supplying the requirements of iron and steel, the 
forgings of which can be^ made in the motor car 
factory, assembly of parts being made in another 
branch of the factory, quite in imitation of Ford’s 
factory, India can start immediately the motor 
car 'manufacturing business. And as the Tata’s 
iron and steel products are produced at a higher 
cost than most of the foreign and continental 
steel, to stand in competition of which Import 
Tariff dujy at the rate of Rs. 21 to 73 per ton 
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is imposed so in course of time it will be necessary 
to open blast furnace for production of iron and 
steel for the use of its car manufacturing. In the 
beginning Tata may be asked to furnish iron and 
steel at a price in which foreign steel are available 
in the Indiap ports without duty. If Tatas are 
not agreeable to that or if Tatas cannot produce 
the quality of steel and iron required for motor 
manufacturing, then the best course open is to 
import foreign steel on which no duty should be 
imposed. Every country is giving some sort of 
bounties for its principal Industries, such as ship 
building and shipping trade and even in some 
countries bounties were given by the Government 
for motor car manufacturing. In the above case 
an abolition of Tarrif duty will be felt a necessity. 
Next to iron and steel is timber. Mourbhanj 
State and adjoining places possess rich timber 
forests which will also be ^near at hand if the 
factory is started near about •Tata s factory. If 
Ford’s patent right is purchased, arrangonoit 
can be made in sudi way that the Ford engineer 
will in the first few years train up the 
Iiidian young men in the art of motor car 
manufacture and if necessary Ford’s factory in 
America can train up some young men in the 
line. 
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Capital. 

We think in the beginning a paid up capital of 
Rs, 3 crore will serve the purpose and after 
sometimes when blast furnace are to be opened for 
production of iron and steel, fresh capital will be 
recjuired. The capital should be » raised by 
Government guarantee of minimum interest under 
Development Trust. And as more motor cars 
will be in demand, factories (ban be opened in 
places where there will be possibility of running 
steel factory on a profit. It should not be for- 
gotten that to make motor cars cheaper in t'he 
market — command of raw materials at a cheaper 
rate is a necessity. India’s demand in good year 
is about 4 crores worth of motor cars and taking 
Rs. 2,000 as the import price of the cars — India 
on an average consumes 20,000 motor cars. But 
if the cars can be manufactured within 1000 as the 
^ling price — the depiand of cars will be at least 
- double the present use, so India will require on an 
average of 40,000 to 50,000*cars. Ford’s plant 
in Canadi alone manufactures I lac to I lac 50 
thousand cars in a year. With the increase of 
purchasinpr power of the Indians through Indus^al 
Development it will not be calculated on wrong 
side if the yearly consumption and use of new 
motor car$ comes to otie lac itt India. And if 
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the motor cars are produced at a competitive price 
there will be more demand of Indian motor cars 
in the world market. If on the pattern of Ford’s 
faatory blast furnace for production of iron and 
steel will be necessary, it may be so arranged (hat 
all the iron*and steel forgings can be done in one 
factory and the parts of motor cars can be trans- 
ferred to several factories in India for assemblage. 

Workers that cao be Employed in Motor Car and 
Subsidiary Industries. 

If India am manufacture at least one Lac 
motor cars and Tractors a year — it can find 
employment to about 30,000 to 50,000 educated 
young men in motor car and its subsidiary industries. 

Constitution of Motor Car Industry. 

These factories can be started under Develop- 
ment Trust under the»Ten Years Plan arid can be 
in charge of foreign expert ae^ Commissioner with 
decent pay assisted by Board of Directors formed 
from the business men and when motor industries 
will grow — men with knowledge of ‘motor car 
industries can be taken in. It will be the duty 
of the Commissioner not only to instruct and 
supervise the motor factories but to investigate 
the possibility .of Indian motor indnstries in the 
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home and foreign markets. On an average pay 
of R$. a day i.e. less than one fourth at which 
Ford employs his unskilled labour and a bonus 
on the profit of the Companjr-the Company ©in 
earn sufficient profit to pay 4 per cent guaranteed 
interest, create capital redemption ’fund which 
can pay off the capital within 15 years* time and 
pay additional 1 to 2 per cent^ to the investors 
as well as decent bonus to the workers. 



CHAPTER XI. 

BIG MACHINERY INDUSTRIES IN INDIA. 


There are about 8134 factories in India which 
come under the Indian Factories Act. 
India’s require-* These factories use generally forei^ 
machinwy will machinery driven by electricity 
aboutto*crores through motor, oil, or steam engines, 
a year. these motors, oil engines and 

steam engines are foreign make. 
Besides the above there are locomotives which are 
foreign. None of these are Indian make. India 
imports on an average of Rs. 17 crores in machinery 
and mill works besides the railway locomotives and 
other railway materials. If these can be produced 
in India a good number of unemployed can find 
employment in the Industries. Besides the above 
any plan of complete industrialisation of India will 
necessitate employment of machineries in a bigger 
quantity. Thus new jute mills bf Bengal to ctmveit 
about 44 lacs of bafes of raw jute, conversion of at 
least Rs. 80 crores of raw cotton and' cotton waste 
(out of the export of Rs. 96 crores in good year), 
the starting of motor car factories, opening of ship 
building, paper mills, soap factories, sugar mills 
and different other mills will require at least 
3 to 4 times of the present import ftf the heavy 
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machineries. If for the first two years the requisite 
quantities of the machineries are imported with 
the idea of making India self-sufficient for its 
own machineries — India can early consume aI)Out 
50 to 60 crores of the big machineries inclusive 
of its present demand of 1 7 crores. 

The manufacture of these machineries and 
engines will require opening up fresh iron and 
steel factories for forgings and for other purposes. 
If the machinery manufacturing industries are 
opened along with blast furnace to produce iron 
and steel from iron ores — then it will be much 
cheaper than the foreign products as the raw 
materials and labour will be cheaper in India than 
in any other places where these are manufactured. 
Besides the above tractors and other agricultural 
implements can be 'produced from these factories. 
As there will be hundi^ed and one kind of machinery 
of different description — ^each class of machinery 
will require separate branch ‘ factory for their 
production with one big »teel I’actory — the mother 
of basic materials, the requirement of iron and steel 
of different classes of mechinery fqr its iron and 
steel parts can be supplied by tl^ steel factory. 
The raw materials being cheap— -the machinery 
will be cheaper. 



CHAPTER Xn. 

COTTON MILL INDUSTRY IN INDIA. 

Cottage Industiiei — vs-— Mill loduatries. 

India is at present on the horns cl a dilemnia 
to decide which is the best course to follow cottage 
industries or mill industries specially in the domain 
of textile trade — such as cotton, silk, woollen and 
Jute mills of Bengal have ruined and given a 
decent burial to the jute yarn and gunney made in 
Bedgal as a cottage industry. And as there is 
no movement to resuscitate jute, silk and woollen 
as a cottage industry except the cotton, so we 
shall see how far cotton industry can be developed 
on the basis of cottage industry. The importance 
of cotton industry is realised in every tropical 
country as it forms the next iterri? of necessaries of a 
man after his food — juat as ^woollen industry is 
considered in cold countries. T^e importance of 
cotton industry in India is simply stupendous as 
the clothing of 35 crores human beings is a, very 
big problem. India till the invention of power 
looms in Engldnd)^ supplied all her needs out 
of handloom cloth — spinning Was .done through 
Charka or Takli. India produced higher counts 
thread and made muslin out of thedi. Indian 
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piece goods and muslin were in good demand in the 
foreign markets. It is a matter of history how 
English people by legislation stopped the use of 
finer counts Indian piece goods in England. •' On 
t^ introduction of power looms mass production 
was made. The piece goods werd cheaper and 
India began to consume more and more of the 
English piece goods. The w^ver class in India 
though hit hard went on with their business mostly 
with the help of imported yarns, as yams made 
from Charka or Takli could not stand in competition 
with the foreign yarn. The higher counts foreign 
yams were specially used by the weaver class. 

Cotton Mills in India. 

The protective tariff under Cotton Yarn Act 
gave impetus to Cotton Mill Industry in India. 
The number of mHls started in India upto 1931 
is 340 consisting of 95 lacs swindles and one lac 
86 thousand looms and the production of Indian 
millscis 2990 million yards of cloth of all classes 
grey, bleached and coloured as against 776 million 
yards of Foreign import. Besides the above 
piece-goods Indian m^ls produced 966 million lbs 
of twist and yarn in 1 931 -32. The number of men 
employed m the prefsnt cotton mills is 3 lacs 
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80 thousand men. The consumption of raw 
cotton by the cotton mills in India , is 25 million 
bales of 400 lb each. 

Hand Looms in India. 

It has beAi estimated by the experts that 
there are 50 lacs spindles and 20 lacs hand looms 
working intermittently in India which give 
livelihood to about 80 lacs people and produce 
piece goods about 25 per cent of the total produc- 
tion of the Indian cotton mills. As there is no 
other data, we have to be satisfied with the above 
report. As the spinning and weaving through 
hand-made processes are not done regularly so the 
productions are limited and as the whole family 
contributes to the production so the number is so 
high. So it stands that if the hand looms industries 
can be developed in India, it can* find employment 
to a very large number* of people. If 80 lacs 
people can produce one fourth of'cotton goods as 
produced by about 4 lacs people engaged in 
cotton mills, to produce the whole output of .the 
Indi^ cotton mills 3 crores and 20 lacs people 
can be employed in home .industries. Secondly 
as the import of foreign piec; goods in 1931-32 is 
about R$. 10 crores on the foreign import of 776 
million yards i.e. about one f>urth of tllie Indian 
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mill production, another 75 lacs to 80 lacs people 
can be employed in cottage industries. So to meet 
India’s demand ol piece goods about 4 crores 
workers can find employment. This idea {Struck 
Mahatma Gandhi and he propounded his khaddar 
and anti>mill theory. 

Etiology of Khaddac Movement. 

The above fact (though it refers to the figure of 
^ , 1931-32 still the prospect of employ- 

Congress adop- i mi- i • 

ted Karl Marx’s ment ot several millions people in 

Anti-mill theory. . | i \ i r 

Khaddar manufacture was held tor, 
in 1921 when the movement was started) as well 
as the theory of Karl Marx, the chief priest of 
socialism that all machineries are the devilish 
inventions of the capitalist concerns as they are 
labour displacing and the best proof of his theory 
that Karl Marx 6nds, is the ousting of weaver 
classes by th^ introduction of power looms 
possessed the minds of the ^ Indian Leaders ; and 
the^ Congress advocated the khaddar movement 
along with the non-co-operation movement. The 
big personality of Mahatma Gandhi carried away 
all oppositions to such movement ; young and 
old, male and female, rich and poor belonging 
to middle class started Charka for spinning cotton 
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yarn and some produced khaddar through hand 
looms. As khaddar in the beginning was an 
anti-mill propaganda, so the use of cloth produced 
from^the Indian mill was tabooed. The labourer 
and agriculturist classes were not very enthusiastic 
in the movement — however keen they were for a 
darsan (sight) of Mahatma Gandhi and with a 
very few exception, kept themselves aloof from the 
khaddar movement. The middle class gave a trial 
fit and as they found it not remunerative they gave 
it up. And if an all India census is taken of those 
wh<5 started with Charka and gave it up — ^we can 
scarcely find one amongst ten thousand or a lac 
amateur who still continues the Charka. Had this 
movement been adopted by the labourer and 
agriculturist classes who have got leisure and 
period of unemployment the khaddar movement 
would not have died so early; Though we find 
people wearing khaddar.>most .of them wears mill 
made khaddar and a very few uses hand made 
khaddar. Even to sofiie leaders of non-co-operation 
movement, Khaddar is a m/Kting-lfa-kapra, i.e. 
cloth used during meeting or social gathering only. 
It *is estimated that the • present output of pure 
khaddar from hand looms is 10 million yards 
whereas the cloth produced from Indian cotton 
mills are 2990 million yards Ain 1931 - 32 ? from 340 
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mills i.e. about 9 mills can produce the whole 
output of 1 0 millions yards of khadder. 

So the khaddar movement could not make a 
headway inspite of the interest and support of the 
middle class of India in the beginning as it proved 
Jto be unremunerative and the mi]]( and honey the 
movement promised were not forthcoming. 

When the movement was on its wane to con- 


Second attempt 
at Khaddar 
manufacture. 


vince its adherents that everybody 
had some leisure hours which could 
be best utilised towards the individual 


attempt at production of khaddar for the use of 
their family to make India self sufficient as risgards 
piece goods. This gave a fresh impetus to the 
khaddar movement and many devoted their spare 
times in Charka and Khaddar. But this did not 


carry the movement further as the middle class 
who were attracf:ed to this movement found out 


two defects ; — 


(1) If wholei lime is devoted to Charka and 
Khaddar, the remuneration * of their labour was 

very small and unattractive!, e. Re. 1-1 4 to Rs. 2 
per month. 

(2) If the spare time is devoted towards it, 
they do not get the money value of their time. 

The working man in a middle class family 
spends hif spare time either looking after house- 
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hold affairs — teaching their children or in the 
shopping or reading or writing books, newspaper 
or in amusement or in the works of arts, music 
and painting etc. Tliey considered that their spare 
tim6 was more usefully spent in the above ways 
than in spinning in charka and weaving khaddip*. 

Economics and Ethics of Khaddar Movement. 

The khaddar and anti-mill theory suffered 
from the following initial defects ; — 

1. The Congress borrowed the exploded 
theory of Karl Marx — the chief 
ment,encouraged pnest of socialism — Wc have shewn 
eign mpo t Chapter IV that the facts are 

otherwise; The improved machineries are employing 
more labour not only in other industries but in 
cotton industries also. The Congress who fought 
against “ slave mentality ” is accused of slavish 
imitation of an exploded theory without going 
through the pros and cons 6f the whole matter. 
In the hey day of khaddar and anti-mill movement, 
India imported mons of the foreign piece goods 
and exported more of her raw cotton and cotton 
waste. The following is the figure of import of 
foreign piece goods and yam the fall in import in 
last two years is due to increase of power looms 
through Cotton Tariff Act. 
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Import in 

crores of rupees. 


1921-22 

.. 56-94 

1926-27 

.. 65-05 

1922-23 

.. 70-13 

1927-28 

.. 65-16 

1023-24 

.. 67-48 

1928-29 

.. 63-24 

1924-25 

.. 82-33 

1929-30 

.. 39-49 

1925-26 

.. 65-67 

1930-31 

.. 25-25 

1931-32. .. 1915 " 


In 

1925-26-India 

exported raw 

cotton and 

cotton 

waste to the 

value of Rs. 

% crores. 


If up-'to-date machineries would have been instated 
to convert the cotton into piece goods, India 
could not only stopped all the foreign imports 
but could supply the outside markets with her 
own piece goods. The nation, such as, Japan 
who purchases the raw cotton from India, supplies 
the piece goods not only to India but to China 
and other foreign markets. No nation on the 
face of the earth can be converted to the khaddar 
idea of the Indian National Congress and can be 
induced to buy th^ Indian khaddar. To command 
an export trade in the Indian piece goods, India 
must turn out piece goodi suitable for the use of 
those countries ett a pmpetitive price, which is 
only possible if that is done* through machinery. 
Khaddar cannot compete \(rith machine made 
piece*goods of England and Japan in the Chinese, 
African and Persian markets. Bo the khaddar and 
anti-mill theory of tl^ Gmgress has not only 
encouraged more importation of the foreign pfece 
goods but aims at the ruin of . a valu^le export 
trade of India. 
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Now look at the other side of the picture, 


how by increasing the power looms 


Increase of 
power looms 

and spindles, India has been able 

checked foreign 
imports. 

to reduce 

the foreign importation 

of piece goods. 



No. 

% 

Spindles. 




of Mills. 

Looms. 

Mill 

Imports 




production. 

in million 





yards 

1926 334 

8714000 

159000 

1954 

1564 

1928 335 

8704000 

166532 

2259 

1788 

1929 344 

8807064 

174992 

2357 

1973 

1930 348 

9124768 

179000 

1893 

1937 

1931* 

9500000 

186000 

2419 

1919 

1932 



2561 

890 

1932-33 



2990 

776 


So we find from the above facts that inspite of 
preferential treatment as per Ottawa agreement 
to the English piece goods and inspite of the fall 
of the value of yen in exchange of rupee almost by 
half the importation of foreign , piece goods which 
stood more than the cent per cent of the Indian mill 
production in the year 1928 — 29 came down to 
about 25 per cent in the year 1931 — ^32 through 
increase of power looms under the protective 
tarlfi of cotton yams Acts. These are the stern 
facts in favour of t^ increase of mill industry and 
you cannot tneet them by milre camoflague. 

22 



( 338 ) 


2. The anti-mill theory of the Congress would 

The Anti mill killed Indian cotton mill Indus- 

theoiy— if it tjy where more than 4 lacs people 
been successful are employed and where the invest- 

would have fir • i • ‘‘i 

ruined 70 crores ment OF Indian capital IS about 

'lacs of Indian Rs. 40 crores besidf^s reserve fund 
workmen. another Rs. 30 crores. 


3. It is a fact of history how India lost her 
cotton, silk, shipping and iron 

India would •i • i irii * i ii 

have been industries through tollowmg the old 

blessed with j j . L J A 

hundred and one 3inCl CrUCLC inethOQS* /\S SOOIX as 

the ™nri- powfef looms and steam power 

r/urc"o.fgr"ei". 'vefe invented in England other 

advanced countries adopted the 

invention, while India did not. So they lost 
all their industries and had to depend on foreign 
piece goods, foreign ships and foreign steel. India 
was just making a headway in cotton mill and steel 
industry when fhe'^ Congress propaganda began. 
It possessed the minds of the-educated classes and 
any talk of mill industry in *'India was nausiating 
to them. Otherwise when money was cheap in the 
year 1921 and when cotton mill industries < and 
other industries were'- making good profit, there 
would have been hundred and one mill industries 
of different kinds to the credit of India. The 
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importation of foreign piece goods would have 
been stopped by this time and India would have 
been in a position by this time to think of increasing 
its export trade in foreign markets. 


Sir Surendranath, whose contribution and 
service to the cause of the country 

xnLwncrilsas not less important than any 

advocated by of the leaders of the country, 

SirSurondra , „ , , . , , , 

Nath during chalked out the right path for 

Boycott move- . , o i i • 

mcnt and Soviet the nation. In the owadeshi 
!Russi£L under i 0*0 J ii* 

Five Year Plan, days, oit bufendianath and his 

colleagues saw that to fight against 
the imports of foreign piece goods we must have 
equally good machineries as are used by the 
foreigners. The same common sense view was 
taken by Soviet Russia in her Five Year Plan. 
Soviet Russia is out and out deciples of Karl 
Marx but they have discarded his anti-mill theory 
and payment by piece work ^to the labourers. 
They saw that to • ‘ overtake ’ and outstrip the 
capitalist concerns they must introduce the up-to- 
date machineries and adopt their method so that 
Soviet Russia can compete with the capitalist 
nations of the world. In these days to preach 
khaddar and anti-mill theory is really extra- 
ordinary. 



( 340 ) 


4. When after trial the middle class found 
The new theory that the kHaddar movement was 
preached bringing the milk and honey it 
congress leaders, promised, the propagandists preached 
a new theory of ‘ crisis ’ which have made its 
appearance amongst the machinery using nations 
such as America, England, France, Germany etc. 
T^e preachers of this new cult admit that there 
is no doubt wealth amongst the nations using 
up-to-date machinery, but that they are awfully 
bad. They are passing through a crisis so to say. 
The unemployment in those countries are increas- 
ing. This is the new theory of ‘ crisis ’ as 
pTeached by some of the leaders of our country. 


Now let us see what the facts are 


(a) Unemployment of the advanced countries — 
the figure of unemployment in 
machine-using countries are thousand 
times less than in India. If they 
have sometimes few lacs unemploy- 
ed — India has few crores unemployed, 
whose number is as cpuntlei^s as stars in the heaven. 


TInomplaymcnt 
in India js 
thousand tunes 
more than 
machine using 
countries. 


Secondly — The unemployment of those 
countries are met W doles and other 
reliefs afforded by the Government 
of their country. In England alone 
the unenmloyment doles given yearly 
by the English Government out ' of 
its revenue is about Rs. 60 crores. 
Whereas in India unemj^oyed are 
allowed ro be starved. The doles 


Government 
ot machine 
using ceuntries 
can pay doles 
or rehi^ to 
thfi jwiamployed 
poor 

income of India 
Government 
does not allow 

that. 
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and the reliefs that the Government of the advanced 
countries spend towards their unemployment are 
charges on the revenue of the respective countries. 
The Government gets enough revenue principally 
due to the growth of industries of their own country 
which they can spend towards the relief of unem- 
ployed in their country. America’s yearly revenue 
is about Rs. 1 200 crores England’s revenue is about 
Rs. 1 100 to 1200 crores whereas the revenue of the 
Central Government of India is 124 crores only, 
scarcely sufficient to meet the cost of administra- 
tion of the country. 

(b) Education of the people of machine- 
using country. Again if we compare 
expenses of the advanced 
countries towards the education 
of the people of those countries and the increased 
percentage of literacy to thfe small amount spent 
on education in India and the small percentage 
of literacy in Indii the new theory of crisis falls 
to the ground. The literacy of some *of the 
alflvanced countries is over 90 per cent., while in 
India it is only 7 per cent ; because the income of 
India Government is too^or to make any decent’ 
expense over education. 
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(c) Sanitation of the machine-using countries — 

Similar argument can be advanced 
fh”country°* in case of sanitation of the ad- 
vanced countries as compared *to 
th^ insanitary conditions in India. Malaria is a 
preventible disease. It takes a y^rly toll of 
some lacs people specially from Bengal and some 
other parts. If sufficient money could be spent 
Malaria could have been eradicated as in Italy, 
Panama and other parts of the world. But 
where is the fund of the Government to make, a 
huge expenses of several crores for complete 
wiping out of Malaria ? 

(d) Average income and standard of living 

of the people of the machine-using 
living in India countries as compared to low income 
IS too low. standard of living of the 

Indian people is another argument against the 
new theory of ‘Cris^.** 


The fact is that the Government of all the 
machine-using advanced countries gets a sufficient 
revenue to spend in the Nation building depart- 
ments as well as to meet expenses on account df 
any unemployment — whefeas the income of India 
Government is only P^. 124 crores from the 
population of 35 croreli.e. at the rate of Rs. 3-7 
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per head but in England it is Rupees 200 per 
head and in America it is little over Rs. 100 
per head. So the Government cannot spend 
anyjbig amount towards the education, sanitation, 
agriculture and other nation-building department. 
It is only b}^ complete industrialisation of the 
country through up-to-date machinery that we 
can enable the Central Government to have 
decent revenue which can be spent towards the 
Nation-building departments. 

. But one argument in favour of cottage industry 
as agjiinst mill industry appears to be sound if we 
look superficially in the matter. The theory is 
mill industry kills home life, encourages vices and 
often proves unhealthy. So the cottage industry 
is the best form of developing the industries of the 
country specially the textile industry. 

Let us see how far ihe arjfiunent is correct : — 

First — In any industrial product we come in 
world competition. ‘If the quality of the product 
is as good and durable as the home mill or foreign 
mill products and if the price is such that we can 
stiftd in competition with them — and if this is 
possible through cottage * industrjr— undoubtedly 
every one will be follower |f the cottage industry. 
But if the quality of the ^oducts of ihe cottage 
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industry is not as good as the indigenous mill or 
foreign mill products and at the same time the 
price is higher — still people may prefer the 
products of cottage industry but at a sacrifice. 
But in many cases it is found that the general run 
of people, specially those whose income is limited 
and at the same time has got a big family to 
maintain, can not afford to pay higher prices for the 
very preliminary necessaries 6f life such as cloth. 
It is not because his patriotic sentiment is less but 
because he cannot afford to do sc. This being 
the case with majority of the people in India with 
their low purchasing power, k^addar as product 
of the cottage industry, could not create a demand 
amongst the labourer and agriculturist classes 
and amongst the people in middle class with low 
Income ; the above classes form the bulk of the 
Indian society. So the alternative lies for cheap 
production of the rplll. Those cottage industries 
for which no machinery has been invented are 
still progressing. Where cotfage industry is not 
remunerative and where people can find employment 
in mills — they prefer works in the mill — though in 
some stray cases it ruins the family life ^ut 
it saves the family from starvation. 

As to the chaige [>f mill industry encouraging 
vices — there are vices v among men without being 
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engaged in mill industry. The present labour 
of the mill industry being recruited ficm the 
lower strata of the society it is not impossible 
th^ they may be addicted to vicious life. But 
if all the workers are recruited from the educated 
class, vices vjill be few and far between. 

The third charge of mill industry as to 
unhealthy atmosphere — It is not a fact that there 
is plenty of wealth and health amongst those who 
live at home or who are engaged in cottage indus- 
tries. But the fact is otherwise ; if a statistics of 
health are taken of those who are engaged in 
cottage industry and those who are engaged in mill 
industry — it will be found that those who are 
engaged in mill industries have got better health 
than those who are engaged in cottage industries. 
There are about 15 lacs people engaged in mill 
industries in India — so it is easy to get the figure 
of health amongst the workers. ^ But where to get 
the health statistics of those who are engaged in 
cottage industries ? 

The Possibility of Running Mill Industry as Cottage 
Industry. 

If cottage industry is run as an adjunct to 
mill industry — there is a| possibility of running 
cottage industry at a prom. By cottage industry 
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we do not mean the crude method but up-to-date 
machinery should be employed for such cottage 
industry. We want to confine our observation to 
the textile industries — such as jute, cotton, }>ilk 
and woollen industries. Now let us take a concrete 
caJse of a jute mill or cotton mill, r Supposing a 
jute mill of 500 looms is started in some jute 
centres in the moffasil. Usually the spindles that 
are employed is about 20 times!^ the number of the 
looms. If electric power is used — it can be so 
arranged that the power plant will be sufficient 
not only to supply power to the mill but to the 
adjacent villages to run the looms. And the 
number of spindles and other adjuncts must be 
sufficient not only to produce yarn for the looms 
of the mill but also to supply for the looms in 
adjacent villages. If looms be set up in adjacent 
villages near about 'the mill and if the looms are 
supplied with electricity and materials from the 
mill, simply for weaving purpose, then the mill 
industry may develope as cottage industry in 
villages. The cost of transport of finished goods 
from village to mill either through cart or boat 
will be one way only as delivery of materials for 
weaving only from mill, can be taken during the 
delivery of finished piioduct to mill. We think 
an experimont in this wuy may be successful. The 



( 347 ) 

Author has the opportunity of meeting some 
European Jute Mill Managers, and one Scotchrnan 
who was a Director of Jute Machinery Company 
in Scotland happens to be in the meeting. The 
sense of the meeting was that an experiment can 
be made in thjp way and if it succeeds — which* 
they hope it will be — it will create revolution in 
jute and other textile industries not only in India 
but in other parts of the world. Similar method 
can be experimented in cotton industry. The 
only point to be considered in cotton industry is 
that*at present in order to enable the mill to use 
finer yarn of higher counts an artificial cooling 
atmosphere is created in the cotton mill — but this 
is not possible if the same is done at home. But 
this is possible in winter season when no cooling 
is required, and in hot season, of course the new 
cottage industry can weave only •the lower counts. 

If an experiment is successful in this way we 
may engage a good number of feAiale workers in 
this line, and this method may create a revolution 
in the textile industries. 

India’s Need of its Textile Goods. 

•The prewar consumption of piece goods per 
head was 12 yards. The Reduction of Indian 
mill is about 2990 million t yards in *1931-32, 
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production of khoddar is about 10 million yards. 
Production of handloom partly by imported yarn 
and '^partly by Indian mill yarn is about 700 to 800 
million yards and the foreign import is about 776 
million yards. So we can take that the p/ewar 
average consumption of 1 2 yards per head of 
■35 crores of people has again reached in 1931-32. 
But it is known to all how Indikn population is 
ill-clad. If the purchasing power of the Indian 
people is raised through extensive industrialisation 
of the country and though i, higher price of her 
agricultural produce the average consumption of 
Indian people per head will not be less 20 yards 
which means that India must have textile goods 
to the extent of at least 7000 million yards instead 
of 4400 million yards of 1931-32. The production 
of the Indian mill i.e. 2990 million yards should 
be increased by at least two times which means 
that the number of spindles and looms must be 
double as that of 1931-32. 

If the new cotton mills are started on cottage 
industry basis and if the trial is successful the 
new mills consisting of Say 1 crore spindles and 
2 lacs looms cJin employ about another 4 lacs 
youngmen or women of middle class in mills and 
at home. 

The vast product of raw cotton of India 
consisting of 4,064,000 bales in 1931-32 as ag&inst 
4,820,000 bales in 1930-31, and the cotton vlaste 
can be fully converted into finished goods by the 
introduction of at inast double the number of 
spindles <as well as^the looms. In 1930-31 the 
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consumption of raw cotton in the Indian mills 
was 2,269,359 bales as against 2,345,075 in 1 934 -32. 
It shows that the Indian mill consumption of 
raw iCotton was less than 50 p.c. in 1930-31 and 
little more than 50 p.c. in 1931-32. Besides 
this for yarn of finer counts sometimes Egyptian 
cotton and some foreign cotton is imported. So 
we find that if the standard of production of raw 
cotton for the year 1930-31 is maintained India 
with the increased purchasing power, can consume 
the whole raw cotton for its use. But if the 
purchasing power does not increase appreciably 
then India can export to other foreign countries 
its mill-made product. Let us see how the export 
trade of cotton manufacture of India has suffered 
through Japanese, English and other foreign 
competition in the foreign markets 


Export of Indian Cotton Yam aind Manufacture. 



txporfs iji Lacs of rupees. 

1923-24 .. 

.. .. 10.95 

1924-25 .. 

,. .. 11.27 

1925-26 .. 

.. 9.65 

1926-27 .. 

.. 10.75 

1927-28 .. 

.. .. 8.67 

1928-29 .. 

.. 7.80 

1929-30 .. 

.. 7.10 

1930-31 .. 

.. 5.22 

1931-32 

.. 4:83 
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So from 1 1 cfores 27 lacs of export in 1 924-'25 
the yalue has fallen down to 4 crores 82 lacs in 
1931-32. To increase the export trade of the 
Indian textile manufactures — India must hav^ her 
own mercantile marine and as per the recommend- 
ation of the world economic conference, there 
should be one international standard of exchange — 
as the fluctuation of the value of Yen and other 
foreign currency affect.> soihetimes adversely the 
Indian trade. 

Capital. 

To convert the balance of 50 p.c. prcdjiction 
of raw cotton and cotton waste India would be 
requiring at least 40 crores of rupees capital which 
can be raised under Development Trust under 
Ten Year Plan on 4 p.c. Government guarantee. 
The same conditions as recommended in other 
industries may be adopted here. 

The Conttitutioii of Cotton Industries. 

Just as in jute there is one G>mmissioner 
at the head of all the proposed new jute mills 
in Bengal ; so there will be one Commissioner in 
India for the proposed new cotton mills. As tliere 
will be no dearth of qualified expert Indians, 
the post may be fiile(^ up by Indian on a deceqt 
pay. 



CHAPTER XIIL 
ROMANCE OF INSURANCE. 

Antonio would have heaved a sigh of great 
relief while his ships were in the high seas in the 
glorious days of Venice had the modern meth9d 
of covering the risk of cargo and ships been known 
to them. So many an Antonio passed a dream- 
less and sleepless night. The inauguration or 
rather the invention of Marine, Fire, Accident 
and Life Insurance have not only saved from 
ruin the mercantile community and in case of a 
Life Insurance, the family from starvation, but 
its social service in the accumulations and pres- 
ervations of huge funds have not attracted the 
public notice it deserves. The potentialities of 
Insurance Companies were never brought home 
unless their assets accumulated to 7 figures. Like 
Alauddln’s lamp one life Insurance Company 
has brought to the public notice the assets which 
amounts to about^ Rs. 300 crores. Again one 
Accident Insurance; Company is credited with 
Rs. 1 1 crores yearly revenue i.c. equal to 
revenue which the Bengal Government with all 
it| paraphernalia of civilians and high officials 
yearly collects from crores of Bengalees. 

• This article was contribute)^ by the author in the Special 
Edition of "the Advance" in 1930. 
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Another Accident Company’s yearly revenue comes 
to about Rs, 10 crores, and every year the figure 
increases. In America the huge Life Insurance 
premiums of Rs. 30,000 crores of policies that 
are in force as well as Fire, Marine and Accident 
premiums make it possible for their Banks 
to finance trade and commerce to any extent 
possible. 

“ Oriental ’’ was started with a capital of one 
lac and fifty thousand, fifty-six years ago, at a 
period when at least fifty big Zemindars in Bengal 
could contribute the above sum individually. 
To-day the assets of Oriental comes to about 
Rs. 9 crores and if the interest earning capacities of 
the assets of the Insurance Company is computed 
at to 5| p.c. and if Oriental had invested its 
funds in liquidating the present indebtedness of 
the big Zemindars of Bengal, the interest earning 
capacities of its funds would not have been impaired 
making it the saviour of the Bengal Zemindars. 
These are the potentialities of Insurance Com- 
panies': Like Rip Van Winkle we rise from a 
long sleep and find that Insurance Companies 
can accumulate staggering sums and can be 6ne 
of the most potent {actors in the commercial 
regeneration of the Country. 
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PotentiaKtiw 'of Insurance Companies. 

It is a very happy sign of the times tliat we 
are more realising the stupendous potentialities 
of Insurance Gjmpanies as will be evidenced by 
floatation of a good number of new Insurant 
Gsmpanies all over India. But most of these 
Companies are meant to carry on the Life business ; 
and there> is a paucity of General Assurance 
Companies such as Fire, Marine, Accident, 
Fidelity, etc. If we look into the early , history 
of* Accident Insurance Companies in &%land we 
will* find that over a century ago some of the 
biggest Accident Companies were started in Eng^ 
land. In the early period though some of the 
Companies did not fare well — the survivors as well 
as those which were started after 1860 were doing 
substantial' amount of business every year. At 
present there are over, 150 Itasurance Companies 
that are doing Accidoit business in England; 
and the premium aicome of th<f’ majority of the 
Companies are vefy decent. In 1928- "Com- 
mercial Union/* secured a premium-income of 
about Rs. 1 1 erbr^. " Gelterar Accident " earmd 
abbut ten ciprM whilb* "Ocean Accident*^ 
Mmed about. ;9 crores of rupees in 1923.,,. And 
the above inectnea ettdu^e the huge« income of 
the Fire d^rtgient. It is a very poor record 
23 



( 354 ) 


that in the sub-continent of India we have got 
only 4 or 5 Companies that are under-writing 
accident risk. If England requires over 150 
Insurance Companies to carry on its accident risk 
India would in near future require not less than 
that and in order to make India self-sufficient in 
Insurance matters India should launch in some 
good Insurance Companies to carry on its Acci- 
dent risk. Lately there are some activities 
regarding the floatation of Life Companies and 
there about 40 companie.s that have been started 
within a very short time. We wish therti all 
“Bon Voyage,” and expect that the day is approach- 
ing when India will not have to depend upon 
foreign Companies to under-write its accident risk.” 

The Baiic Principles of Insurance World. 

On the invention of electricity the scientists 
of the advanced countries were not satisfied with 
using the electricity in fans ^and lights but they 
went further and their reseafehes resulted in use 
of ele&cricity in all the sphere of human activities 
where heat-power are necessary. So we 'see 
now-a-days the poor electricity has been engai^ 
in driving the Trams, the Railways, the Factories, 
in Broadcasting, cooking, nesting and in hundreof 
other things of household utility. 
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The Insurance has been started somt; 200 
years ago, but besides covering the risk of life, fire, 
marine and accident. Insurance has made a great 
headway in other classes. 

The basic? laws that guide the Insurance 
world is to find out the rock of average loss in any 
Insurance field on which to build the huge fabric 
of Insurance. Thus the H. M. or 0. M. mortality 
tables are adopted in calculating Life Insurance 
premia tables. Beside this there are calculation 
of compound interest like sands and morters as 
well as expense ratio. In fire, marine and accident 
the premia tables are made on average loss and 
expense ratio basis ; the calculation of compound 
interest is generally absent. Now these are the 
fundamental principles and we ^ay say founda- 
tion rocks on which the .whole Insurance structure 
is constructed. The huge insurance fabrics being 
founded on these st^id rocks are weathering all 
storms and stresses of^ circumstances for generation 
to generation. The theory of old age with HI the 
attefkdant loss of energy and decrepitude is not 
applicable in the domain* of Insurance where 
t^ G^mpwy who is more old possesses more 
vitality and more potential power in, /he soci^ 
structure. 
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Again in the factories the machineries are more 
worn out the more they are in use but the Insurance 
Companies gather more strength and virility the 
more the companies are in existence. Like mythe- 
cal Devas (gods) the general nm of Insurance 
Companies are immortal. And ins'tances are few 
and far between where Insurance Company is 
wound up ; in majority 6f cases, * they are 
amalgamated with other Insurance Company, when 
it is not pulling on well. 

These being the facts. Insurance h^s not 
progressed in India beyond certain specific lines 
chalked out century ago. 

The seed of Mortality of Banks, 

Factories and Other Businesses. 

Generally we find the following main causes 
of failures of B|,nk, Factories or other business 
concerns. Let us see how <far these affect the 
Insurance Companies — 

(l^ Under capitalisation — Generally we find 
that a very ^tent cause of failure of any business 
concern is want of refiquisite capital. But Insur- 
ance Companies are not much affected by wan1;^f 
capital. X^e reason lies in the ^ct that me 
premium-income serves as a capital.* So we find 
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witH a small capital of fifty thousand, some 
Life Insurance Companies have amassed assets over 
several crores of rupees. It is not an unusual 
sight of mutual companies (without share capital) 
dewsloping in India and world over. Those 
compani)p*t which cannot command decent capital 
in the beginning have to keep a strict watch ovS* 
the expense ratio for few years of their start. If 
they can 4® they can amass sufficient capital 
out of the premium-income to make them as good 
and sound as the companies with bigger capital. 
The initial capital outlay of Insurance Companies 
spec||illy Life Companies being very small— they 
can prosper as better as the other companies 
provided they can secure some business and keep 
an eye over expenditure in the beginning. 

(b) Inefficient management^ The percratage 
of failure for inefficient management or want of 
expert knowledge in ^ny business concerns, is 
very great. If we Wk into thtf history of failuies 
of the joint-stock co/icems in England or in India 
we will find that in majority of cases the companies 
have to wind up for either inefficient management 
o^ for want of proper expert knowledge. Though 
efficiency in management and expert knowledge 
a great way to develop an Insurance Company 



( 358 ) 

and want of them stand in the way of growth — 
the premium tables and othor schemes being 
almost same or similar, the Insurance Companies 
can, however, pull on without these important 
requisites of business. Look at the history* of 
number of Joint-stock Companies which met 
reverses and look at the pulling powsr of Insurance 
Companies. It is not a fact that the management 
of Insurance Companies specially in India is 
carried on always by efficient and expert men. 
Still they are going on, doing good business and 
amassing good funds. Most of the Life Insurance 
Companies of India have been started by ,men 
who had no previous knowledge of Insurance 
Science or management still they are now the best 
companies in India. 

(c) Bad investment of the assets. Banks, 
Loan Companies arid other business concern go to 
liquidation if the investmeifc of their assets prove 
to be a bad one oi* the investments of their assets 
are frozen up — ^such as investment in landed 
properties or in the like securities. The later 
class of investment though made on good securiti^ 
can be classed as a long term investment Tlys 
has proved to t>e bad investment for Banking and 
Loan Institutions. In Insurance Companies — th^ 
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capital or assets that are invested can be done so 
on long term loans. They do not require the 
invested amount back provided they g|t the 
interest — unless it be for better investment purpose. 
E\jen if some of the investment go bad the Insurance 
Companies can withstand the loss by creating 

reserve fund.^ The fact is that the yearly new a?id 
renewal income of most of the Insurance Companies 
is sufficient to meet the expenses, claim and other 
financial ^commitment of the companies and 

scarcely they have to fall back on the invested 
amounts for the above purposes. 

(d) Competition — Business concerns mostly 

manufacturing business have to stand against and 
compete with foreign manufactures. If their pro- 
ducts cannot stand in foreign competition — they 
have to close down unless tariff duties or bounties 
from the Government help them. But in Insur- 
ance there is no such competition except a healthy 
competition amongst^ the , Insurance Companies 
themselves. And it is not always the fact that the 
best managed Ir^urance Companies always jget 
the best business. The experience is not unoften 
ptherwise. 

Any one of the above causes is sufficient to 
bring to collapse the working of any business 
concern but not so the Insurance Companies. 
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Success of the Indian Life Insurance Companies. 

The stupendous growth of Life Insurance 
Companies in India demonstrate conclusively the 
benefits of adopting the up-to-date principles and 
methods of Life Insurance Companies as followed 
iiV- the Western Countries specially in England, 
Barring " Expectation of Life ” whi^ is met in 
India by addition of 5 to 7 years to the mortality 
tables, the best managed Indian Companies are 
running Paripasu with the old established European 
and Canadian Life Companies ; and in softip cases 
they are excelling them. From the dark history of 
the fall and decline of the Indian Shipping, Guitny, 
Cotton, Silk and Iron for not adopting the up-to- 
date Western methods we come into the region of 
Sun Shine and Land of Hope as shewn in the 
growth and success of Indian Life Companies. Un- 
hampered by any qujcksotic doctrine of the socialis- 
tic school as preached by the^Congress, we find the 
Indian Insurance rrfien'are adopting and incorpora- 
.g the most up-to-date methods whether followed 
^Europe or in Canada or in the United States of 
ii^erica.*' The Indian Insurance men are always 
alert as to any new idea or method in the lin^.* 
Hence the cau^e of the success of the Indian Lite 
Insurance Companies. 
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Indian Insurrace Men are better *b«n tfie 
foreign Insurance Men — 

Though the Indians have leamt and adapted 
the Insurance principles from the old established 
for^gn G)mpanies — the abuses in the Indian 
Insurance Companies are few and far between. 
In fact the rep^ to the letter written by the writet 
to Mr. Meekle-^he-then actuary to the Government 
of India — ^admitted that there were po failures 
of Life Insurance Companies in India whirdr were 
subject to the Indian Life Assurance Companies 
Act. We quote below the reply as contained in 
hislettef No. 485 dated the 20th March, 1920 a— 

“We have no particulars of any Indian Company 
which was subject to the Indian Life Assurance 
Companies Act 1912 and which transacted only 
ordinary Life Insuiance business and went into 
liquidation.” 

But when we look to the nufhber of failures of 
long standing Insurance Companies in the Western 
Countries our appr^iation always goes for the 
general run of the Indian Insurance men. 

The difficulties of the Indian Insurance 
Companies — 

(1) Hie Rules under fhe Indian Insurance 

Ac 4 are a great handicap for growth of Insurance 
Company. 
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It must be admitted that the growth of the 
Indian Life G>mpanies is due not to a small extent 
to the salutary check exercised by the Indian 
Insurance Act and it must be said to the credit 
of the Indian Government Actuary that he ^kes 
always a paternal care for the growth and develop- 
ment of Indian Insurance Companj^es. He points 
out their mistakes, warns them if there be any 
latches but he has all love for the Indian Companies. 
He plays the role of a guardian'' Aijfgel for the Indian 
Companies. But there are certain defects in the 
Rules that stand in the way of full development 
of the Indian Insurance Companies. Let * us 
explain our point — out of about 136 Life Insurance 
Companies started in India very few are in a 
position to declare any dividend to the share 
holders. In fact we find from the Government 
Insurance Blue Book of 1 932 that out of the existing 
136 Life Companhis only 13 Companies are paying 
dividend to the share holders — i.e. 91 p.c. of the 
Companies are 'not paying dividend. Though 
most of the Companies are, paying bonus to the 
policy-holders so that their growth is in no way 
hampered by non-declaration of dividends to the, 
share holders but the^ fact reacts on the general 
public who* are not attracted to purchase shares 
of the Life Insurance Companies as generally tV^y 
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have to wait for a long indefinite period before they 
can expect any return on their investment. This 
is the greatest draw-back for getting re<)uisite 
capital for Life Insurance Gimpanies. And as a 
result of the inequitious rules under Life Insurance 
Act we find the capital of the Companies newly 
started is not^a decent one. Most of the recent 
floatations are supplied with the capital by the 
managing authorities who in return of the capital 
investment participates in the income charged as 
expenses under management. And for older 
established Companies, the share holders being 
tired of waiting for a long period for a return on 
their investment dispose of their shares at a discount 
and at a nominal value which are generally purchased 
by some one belonging to the managing authorities 
as the public do not touch those shares. So in 
fact a good number of Life Companies are generally 
becoming more and more private concerns than 
healthy public bodi^. This resulted in the 
appointment of Dir^ectors from* their own men 
without any independence of their own. These 
directors play a second fiddle to the wj^hes of 
the managing authorities or proprietors, so to 
who run the risk of lo^ng their service in case 
go against them. So the salutary influence of 
Companies laws are negatived and when we 


sav, 

tlwy 

tlw 
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consider the interest of the policy holders which 
will be seriously and vitally atfected in absence 
of the wholesome influence of th^ independent 
directors, we are afraid, the present Insurance 
G>mpanies rules while trying ta jafe-guard 'che 
position of the Policy holders are really under- 
mining their very interest and leaf/ing loopholes 
for the future mismanagement. 

Remedies suggested. — ihietJremeciy we can 
suggest in the matter is to provicle in the rules 
under Life Insurance Act — ^thttt 10 p. c. of the 
sum allotted as bonus to the p#ltcy holders should 
be distributed amongst the share holders irrespective 
of the fact whether there are any disabilities in the 
Balance Sheet of the G>mpaayi.' Why should the 
share holders alone shoulder ^e burdc^ of any 
mismanagement and defects in’ the management ? 
Either these defects should be wiped (QUt before 
any sum is carried to the* Life Fund out of the 
Revenue account ‘or the share h^ders should be 
allowed to participate' in a pqrticm. of the funds so 
created^under the name and style of Life Fund and 
during a distrilmtion of bonm'to the policy holden . 
the share holders shoujd be paid at least 10 p^. c. 
of the amount so distributed. The Investmmts 
of the share holders are as good as the investm^ 
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of the policy holders and in most of the G>mpanieft 
there are poH^ holders directors too. So why 
this differential treatment to the shareholders — who 
have contributed the capital for initial expenses 
and Government deposit without which the 
Company coiHd not carry any business. So we 
suggest the present inequitious rules should be 
amended for the future growth and development of 
Life Insurance Companies in India. 

2. Sub-section 3 of the Sec. 4 of the Indian 
Insurance Act is another handicap to start Life 
Companies. 

Section 4 under the Insurance Act provides 
for the security deposit to be made by the Companies 
carrying on Life Insurance business. This deposit 
in English Life Companies is £20,000/- whereas 
Indian Companies it is only 2 ^acs Rupees which 
can be paid by several *instalments but the initial 
deposit must be ^s. 25,000/-*; so far so good. 
Because this depositserves as ft security exclusively 
for the policy holders and as such it ^ inspires 
confidence in the G>mpany. But subsection (3) 
of section 4 proves a great; impediment in starting a 
We Company. The subsection (3)* states regard- 
ing the initial deposit of Rs. 25,000. **The deposit 
may be made by the subscribers of the lAemorandum 
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of association of a G}mpany or any of them, in 
the name of a proposed G>mpany, and, upon the 
incorporation of the Company, shall be deemed 
to have been made by, and to be part of the assets 
of the Company, and the Registrar of Joint Stock 
Companies shall not issue a certificate of incorpora- 
tion of the Company under the Indian Companies 
Act, 1882, until the deposit^ has been made.” 
Unless the initial deposit is given no certificate of 
Incorporation can be issued by the Registrar 
Joint Stock Companies which again means that 
the Company cannot invite the public or issue 
any prospectus for sale of its shares unless the 
deposit is given. By this subsection the legislators 
want the piomotors of a Life Company to perform 
a magic feat by providing the initial deposit of 
Rs. 25,00/- before facing empowered to call for the 
public capital. We do not find any sense in it 
unless it is meant by the legislators that only 
respectable classes of people Will be allowed to 
start Life Companies. But wfiat is about starting 
a Bank 'which deals with public capital or any 
other hundred and one classes of Joint Stode 
Companies which handfe a good amount of tfee 
public money. If no restraint in their cases n 
thought adviseable, why Life Insurance Companies 
should be marked out for such sp^ial treatment ? 



( 367 ) 


In no other classes of Insurance such as-s-Fire, 
Marine and Accident any deposit is required, far 
to ^lace the initial deposit at the time of registration. 
If subsection (3) is done away with, the promoters 
can start a G}mpany, issue prospectus, collect the 
necessary share money and deposit the same 
towards the securities of the policy holders before 
they, can ajSply t^the Registrar Joint Stock Compa- 
nies for certificate for commencing business, i.e., 
undertaking any risk of Life. This should be the 
prdper way of starting Life Insurance Companies 
and if the rules under Life Companies are amended 
as per our suggestion, Indian can be proud of 
at least 300 Life Insurance Companies instead of 
136 of the same as at present — which we shall 
discuss in detail hereafter. 

How the Life Companies cjm pay some yearly Return to 
The Share hofier^. 

In considering tRe question of payment of some 
return to the Share holders we must look to 
Companies laws which enjoins that no dividend 
cait be paid out of the capital. Under the present 
In^rance Act — ^all the money that is^ saved under 
I^/renue account is carried to Life Insurance Fund 
for the policy holders and in some cases a small 
amount is kept to, create a Reserve fund for Invest- 
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ment, So the share holders are generally kept out 
of account, and in small number of cases they are 
paid some dividend when Bonus to the policy 
holders are declared. If any return is to be provided 
to the capital investors — it can be done through 
some other method, which will not go against 
the present laws of the G>mpanies Act or Rules 
under the Insurance Act. 

(A) A provision in the memorandum and on the 
Articles of Association of the Company to pay out 
the income of the managing authorities ’'some 
percentage in a shape of a bonus to the share 
holders. Let us explain our position. If it is 
provided that the managing agents will be entitled 
to, say — 5 p.c. on the gross premium income of the 
Company — provision can be made in the Articles 
that either the whole or part of the amount of 
income so derived ‘ from the premium income 
should be earmarked to pay "bonus to the share 
holders upto, say — 5 or 6 p.c. till the Company is in 
a position in ordinary course to pay any dividend 
to the share holders. Supposing two lacs are the 
premium incpme of a Company, having paid (iip 
share capital of, say, one lac of Rupees. Under 
Articles, the managing agents are authorised to 
draw Rs. l0,000/- i.e. 5 p.c. of the premium as 
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their remuneration. Now if the Articles earmark up 
to 6 p.c, for the share-holders, then the actual aeceipt 
of the managing agents would be Rs. 4,000/- a year 
and the share holders will get Rs. 6.000/- at the 
rate of 6 p.c. quite a decent return to start with. 
This will serve as an incentive to the managing 
agents who wirf strive hard to increase the premium 
income otherwise their income would be limited, 
and the share h^jders would be satisfied that they 
get certain return every year out of the premium 
income. Otherwise it is simply cruel to demon- 
strate before the share holders that the premium 
income of the Company is increasing every year by 
several lacs and that the funds of the Company 
is quite decent but that they are not entitled to any 
return for the better growth and development 
of the Company. This horrible practice of starving 
out the host — ^where both the guest and the 
management are sumf^tuously fed are a rare 
inequities of the Rules under the*In^an Insurance 
Act and scarces aw^ the investii^ public to 
purchase shares of the Life Insurance Con^panies ; 
otherwise the shar^ of Insur 2 uice Companies 
would have been sold in th( market like hot cakes 
an^ would have been in more demand than the 
ipaiod dividend paying shares of Jute mills and 
Tea Gardens. 


24 
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As to the legality of payment of such 
bonus to the shafeoholders. We Have seen that 
such payment is not against the substantive law 
under the Companies laws — as no payment is 
made out of the capital of the Company nor it 
goes against the Rules under the Insurance Act. 
So this sort of provision in t^ie Articles and 
payment to the share holders are quite in order 
and legal. The Author in confection with the 
certain Life Insurance Company drew up the 
Memorandum and Articles of Association making 
provision of payment of bonus to the share holders 
in the above way, and in the first year the 
Company paid 5 p.c. bonus to the share holders. 
But the auditors of the Company, who are 
Chartered Accountants, objected to such provisions 
in the Articles of Association of the Company and 
referred the matter to the Chartered Institute of 
England. The opii^ions is to the legality of such 
provisions were given by three eminent lawyers of 
England and are published ii^ the Accountant — the 
journal^ of the Chartered Institute. We quote 
below one of such opinions quoted from the 
"Accountant" of 6th December 1930. . . .page 762. * 

“GUAIUNTEED BONUS (A773).... In ^p\y 

to the consideration of t^^p 

question of the right or wrong of the action depends 
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upon the rights of managing agents. Are we to take 
it that the remiHieration of these Agents, is either 
fixed by the articles or memorandum or have the 
directors the right to appoint them at a fixed 
remuneration ? If this remuneration is a le^al 
liability then *the fact that a refund is given for any 
specific objective must be intravires, as a man can 
do with bis own money whatever he wants and any 
Company can receive remittances to pay to stated 
parties, if it desires to take the trouble to distribute. 
The point is parallel to the case of a limited company 
where a loss has taken place, and the managing 
director (being the vendor) hands over a sum to the 
Company to pay the preference dividend. This 
sum may be equal to his director’s fees, but both 
transactions are in ordei.” 

(B) Starting other classes of Insurance business can 

provide payment of Dividend Jto share holders. 

We have seen how in spite of present laws, the 
Life Companies can make some paymenUof bonus 
f9 the share holders. If it is not possible for the 
existing Companies to make any payment to the 
sXare holders by changing their Articles and memo- 
randum of Association — they can start other classes 
of Insurance and can arrange to pay dividend to the 
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share holders. The Rules under the Insurance 
Act is bnly applicable to Life Companies and not 
to other hundred and one classes of Insurance 
business. In fact some prudent Life Companies 
in India have already adopted other classes of 
Insurance along with Life business ai^d are paying 
dividend out of the profits of those classes of 
business and the share holders ^of those Companies 
have not to wait for the valuation ^^Returns as are 
generally made quinquinially but can get some 
dividend at the end of every year out of the profits 
of other classes of business. 

The existing old established Life Companies 
who are not under the present law in a position 
to pay any dividend to the shaie holders though 
they are paying bonus to the policy holders can 
with advantage ado()t this method. These Com- 
panies have got a duty tct their country. It is 
not that because they have pass^ the /4ss’s Bridge 
that they should remain contended but for the 
future (development of Insurance Industry in 
India they should be up and doing to adopt some 
measures by which they can pay some return td 
their share hdlders ; and if they can do so — th^r 
share values will go up just as the share value» 
of some h^t class Indian Insurance Companies. 
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Satisfied share holders are good advertisers of the 
Company which will ultimately enable the Cpmpany 
to write good business — dissatisfied share holders 
^Iways speak ill of the Company and the good 
effect created by declaration of bonus are often 
marred by adverse criticism. 

(C) Rules under Insurance Act should be amended to 
stop hig^ expenditure of Life Companies. 

It is very curious that the Rules under Life 
Insurance Act while regulating the payment of 
dividend to the share-holders are silent regarding the 
high expenditure of the Company. 

You can spend any amount in management, 
organisation, agency account, and advertisement ; 
there is no law to bar those expenses, but you can 
not pay any dividend* to thg share-holders though 
the cost may be a fractional amount of the high ex- 
penditure of the Company. Mostof the Indian Life 
Companies are run with a small paid-up capital in 
comparison with high yearly premium income — so 
It will be an easy task for Insurance Companies to 
j|jay good dividend to the share-hoMers — if the law 
is amended accordingly. Otherwise if the present 
law is enforced they should go furthea and limit the 
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high cost of administration and as well as the high 
cost of^ securing business. There must be some 
equity m the Insurance law and rules so that the 
share^holders may get some dividend. It must be 
the first concern of the legislators to see how besl: 
they can attract the share capital by making certain 
provisions in the Insurance Act as fihe German 
Insurance Act provide a certain percentage to be 
paid to the share-holders out 6f the profits to be 
distributed to the policy-holders — -otherwise the 
present law will kill the hen that is laying golden 
eggs. 

n Provident Societies Act must be done 
away with : — ^This Act was passed in the year 1912 
when several small Insurance Companies went into 
liquidation and thereby caused a good deal of 
bavock and consten^ation amongst the insuring 
public. The Government in, order to have a more 
direct control over those Class of Insurance Com- 
panies passed in a hurry the Provident Societies 
Act in 1912. It must be said to the credit of the 
Indian legislatures that in passing any Act, such as 
Companies Act, Life Insurance Act and hundred 
and other classes of Act, 'they usually follow tha 
English Acts on the subjects along with their' 
defects too. in passing the Pi evident Societies 
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Act, they have shewn originality of their own. Now 
let us see what led to the failures of over 1200 
small Insurance G)mpanies in India which prompt- 
ed the Government to pass the Provident Societies 
Act in 1912. There were two classes of businesses 
which were done and are being done at present 
under the PrdVident Societies Act. One is Dividing 
Societies business and the other is small insurance 
on the contiiigency of death, marriage, child 
birth etc. 

First let us take the Dividing Societies 
business. — This class of business distribute the 
yearly collections realised from members, (ex- 
cepting some small amount for expenses) amongst 
the members who meet death during the year. 
If we look to the genisis of this class of business 
we will find that in England in early years some 
clubs or institutions used to distribute the collection 
realised from the ihembers amongst the legal 
representatives of, the dead 'members. In fact 
the dividing societies business in England may be 
called the lenial ancestors of the pr^ent days* 
English Insurance Act. 

The Dividing Societies business as they carried 
in India experienced insurmountable diiliculties in 
actual workings, which led to their ul^mate collapse. 
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TTiese Societies enrolled members without medical 
examination. Supposing a Society heis got 300 
members male and female of any ages without 
medical examination has to meet death claim of 
3 members in the first year. Now by calling each 
member to contribute Re 1/- towards the death of 
each member — the Society realise abfiut Rs. 900/- 
and if 25 p.c. is kept for the expense purposes 
they get about Rs. 775/- to be distributech amongst 
the legal heirs of the 3 death members and so they 
can pay Rs. 258/- or there-about to each claimant. 
Now the members may have paid Rs. 5/- to 10/-— • 
but their legal heirs get Rs. 258/-. This serves a 
good advertisement in the villages and the 
Society gets good number of members in the second 
year — out of which the majority comes from old 
classes of people or who are suffering from diseases 
which will shorten tfieir lives. In the second year 
though the number of mepibers are great — the 
death call is greater. So the distribution become 
less and less as the year advanced. Now when the 
existing members find that they are not even 
entitled tof the amount they have paid in the shape 
of death call — they gradually fail to respond td 
the call notice, and thereby they ceased to be^ 
members. Knowing full well the above initial 
difficulties, w^ do not know how the Provident 
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Societies Act can allow such Societies to work in 
India, the Dividing Societies business as in* vogue 
in England under the Friendly Societies Act are 
qiyte a different type. 

But though there are initial difficulties — yet 
we believe th®t Dividing Society can work if the 
membership is restricted within workers of any 
Institutioi^*and if some reserve fund is created 
and if there be no expenses in securing the business. 
Otherwise Dividing Societies enrolling unrestricted 
members of male and female without medical 
examination and without ascertaining their health 
and ages and without reserve will come to grief 
to-day or to-morrow. 


Another type of provident companies 

is — taking some collection say. Re. 1/- a month 
with a contract to pay double the amount in case of 
contingency — like deatli, maiVia^e, etc., which is 
nothing but a gamble. It is impossible on the 
face of it to contract for double payment in the 
above cases, so those class of provident companies 


al^o failed. So we find that the failure of the 
^^rovidept Societies Companies are due to — 


(I) Want of actuarial calculation of premium 
table. 
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(2) Want of no provision to place Government 
deposif. So the funds of the Societies, in most 
of the cases, have been put in bad investment. 

(3) And in some cases through mismanagemept. 

This led to the passing of the Provident 

Societies Act, But the remedies the Act suggested 
cannot be of much use — inspite of %he fact that 
the prospectus and rules are under the present law 
passed by the Registrar of Jomt-s^oclc Companies. 

Now look at the Section 3 of the Provident Insurance 
Society Act — Re : Application of the Act. 

‘Nothing in this Act shall apply to* any 
Provident Insurance Society carrying on life 
assurance business, which undertakes to pay on any 
life assurance policy or series of life assurance 
policies on any one life, an annuity exceeding fifty 
rupees or a gross-, sum exceeding five hundred 
rupees, or which receives of undertakes to receive 
by way of premium or contribution for life assurance 
on any one life, any sum exc^ding two hundred 
and fifty rupees, where the said premiums or 
contribufions are payable for one year or a limited 
number of years, or exceeding twenty-five rup6eft 
in any one year where thd prenriums or contributions 
are unlimited in number and terminable on death 
or the occvrrence of an uncertain event.” 
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The above also leave loophole for gambling. 
A Gjmpany rejgistered under the Act can on receipt 
of Rs. 250/- pay claim of Rs. 500/- and in no year 
more than Rs. 25/- can be collected as premium. 
The more one goes through the Act, the more 
he is convinced of its queer idea of Insurance^ 
Tbat this Act nan be so long in the Statute Book 
passes one imagination. This Act is responsible for 
floatation Companies where there is every 
possibility of the policy holder losing their money. 
The sooner it is abolished, the better for 
India. 

Defects in the Provident Insurance Societies Act 1912. 

We have found the legislators who were 
responsible for passing the Provident Societies Act 
showed some originality in incorporating some 
defective clauses in the Act. ,df any one goes 
through Section 3 of th^ Act regarding application 
of the Act, he will find that tke* Section is not a 
positive one and thft meaning and sense of the 
section have been made more obscure by certain 
negative conditions ; and the beauty of the whole 
thing is that though the Industrial Assurance Act 
has been passed in ^Engltfhd in 1923, still no 
amendment has been mtide in the Provident 
Insurance Societies Act since 1912. 
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Again under Section 18 of the said Act, the 
Registrar of the Joint-stock Companies can send a 
Company to liquidation if he finds the company 
is not sound. As a corporation carrying on spaall 
Life Insurance business, the solvency of the 
s;ompany depends on actuarial valuation and not on 
anything else. Though it must be said to the 
credit of the Registrars joint-stock companies 
that they have not misused '^thelr^ powers — yet the 
idea of the legislators of the Act to empower the 
Registrar (who is not an Actuary) to decide about 
solvency of the Industrial Assurance coJnpanles, is 
something extra-ordinary and original. Under the 
Industrial Insurance Act of England and under 
the Indian Insurance Act — the question of solvency 
of a Life Insurance Company big or small are 
decided by Actuary and not by any other authority. 

India’s need' of new Industrial Insurance 
Act. 

When we compared the low purchasing power 
of the Indian public with the high purchasing 
power of the people of the machine-using countries 
of the world — ^an Act for small insurance is felt *a 
great desideratum. If’ we look into the growth 
and development of Friendly Societies in Elngland^ 
Fraternal Societies in the United States of America 
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and similar Societies in Ginada and other countries 
we wonder why this small Insurance Comjianies 
cannot develop in India. To advanced people of 
India, the small Insurance companies are un- 
touchable like Pariahas. It is not the fault of the 
corporations under the Provident Insurance Aot 
that they cannot make any headway but it is the 
fault of th<iiiAct itself that lead them to disaster. 
For example — following in the footsteps of the 
Friendly Societies Act of England, the Provident 
Insurance Act in India has got a Dividing Societies 
business ; but Dividing Societies in England 
stands on a different footing — the membership being 
limited to certain club or institution — while in 
India — the membership is in fact open to all — ^male 
or female, old or young without health examination. 
So the companies carrying on Dividing Societies 
business in India come to collapse after few years 
work. Knowing fully 'well pf this — ^thtre is no 
authority in India to stop this 'class of business. 
In the end — the authorities of these companies 
are considered as unworthy of Public Tmst ; but 
the inspiration and guidance should come from 
the Government. large number of public have 
lost their savings through this class bf institutions 
atarted under the Provident Societies Act, the Act 
is no less responsible for the mismanagement. 
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What India wants is an Act similar to the Indus- 
trial 'Insurance Act of 1923 as passed in England 
with some additions and alterations suiting Indian 
conditions. 

First — Deposit under the Industrial 
Insurance Act. 

When we look to the Friendly Societies Act in 
England — we find them mostly mutual companies 
and a small number of them, are share holders 
companies. They do not require to place any 
security deposit with the Government. The 
number of companies existing in 1927 under the 
Friendly Societies Act is 21,488 and the total 
number of insured under them is 7,429,506 of 
which 55,00,000 are adults, while the number of 
companies registered under Industrial Insurance 
Act is over 200. Now look at the staggering figure 
of total business in existence in such companies 
under Fraternal Insurance Act of United States 
of America in 1928 — $11,000,000,000 i.e. over 
three thousand, three hundred crores of rupees 
and the* yearly business written by them is 
$1,000,000,000 i.e. over 300 crores of rupeec-r 
whereas Lifq, business in India is yearly written 
about 17| crores of rupees. Amongst the leading 
companies of Fraterrial Insurance Act mention 
can be ma^e **of Fraternal Order of Eagles’* with 
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5,20,000 members and Woodmen of the world” with 
5,00,000 members. Industrial Insurance ^ct of 
1923 of England requires a security deposit of 
£^0,000/- as the English Life Insurance Act requires. 
But in India it is not possible to place such a high 
security deposit. We think if security deporits 
of 1 lac with an initial deposit of Rs. 10,000/- 
worth o^^ Government Paper, are insisted on, 
with a Condition of paying 20 to 25 p.c. 
of each year premium collection in shape of 
security deposit — till one Lac is placed — India can 
fcte proud of at least 10,000 sound Industrial 
Insiirance companies within a few years time and 
with the increasing purchasing power of the people 
through industrialisation of the country — India can 
be proud possessor of at least 25,000 companies 
under Industrial Insurance Act. Any body who 
will be in a position to raise Rs. 10,000/- by selling 
shares can start an Ii^ustrial Insurance Company. 
Because the initial deposit of Rs. 10,000/- can be 
purchased at Rs. 7,000/- sa )^ — 3 p.c. G. P. Notes 
and Rs. 500/- will 6e the initial cost of registration 
and printing prospectus. With that snnall sum 
Insurance risk can be undertaken. The passing of 
such Industrial Act will *create a revolution in the 
Insurance world. Only the following additions 
and alterations will be necessary. 
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I. That as most of the Companies will be 
share holders company — the present rules regarding 
payment of dividend to the share holders should be 
amended ; and if actuarial valuation is made at tjhe 
end of every three years (and not at the end of five 
years as per Indian Insuiance Act) and it 10 p.c. 
of the Life Insurance funds that would be 
distributed amongst the policy holders ^n the shape 
of bonus are distributed amount thf share holders 
in the shape of Dividend — then there will be no 
difficulty in raising the requisite share capital 
for such companies. 

II. Instead of the Registrar Joint-stock 
companies, an Actuary should be appointed in each 
province under the name of Commissioner of 
Insurance, to be in charge of such companies under 
Industrial Insurance Act. The duty and function 
of the Actuary, should be similar to those of the 
India Government Actuary under Indian Life 
Assurance Act. 

Types of Industrial ' Insurance comi> 

panics* — The Friendly Societies and Industrial 
Insurance' Companies in England carry on $m«^l^ 
Life Insurance the maxithum neing fixed at £200' 
which has been increased to £300 now. Besides, 
the small L^fe risk, they carry on accident, risk 
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such as Sickness Insurance and small Fire risk 
generally up to £15 as well as Cattle Insurance. 
But in India, specially in Bengal, where nearly 
25^ p.c. of the people suffer from malaria or other 
classes of diseases — the Sickness Insurance will 
not be paying business, and if it is undertaken the 
rate of premium will be prohibitive. So we do not 
approve Sickness Insurance until such period 
when the* companies are fully developed. We 
think the following classes of business can now be 
safely undertaken by the Industrial Insurance 
Companies. 

• 

First* — Small Life Insurance up to Rs. 500/<» 
in the beginning, but when the Government deposit 
of any company reaches up to Rs. 25,000/-, it may 
be allowed to cover risk up to Rs. 1,000/- and when 
the security reaches up to Rs. ^,000/- the risk may 
be undertaken up to , Rs. 2,000/-. Only those 
companies which will be in position to place 
security deposit of 1 lac, may be allowed to 
cover risk up to 1^, •‘5,000/-* The rates of premium 
should be drawn by the Actfiary* As 'in Japan, 
Fngland ioul othsr foreign coifirilaeil, ;|imall 
Life risk cover lb isstaed for ^children, so 
this system shoiild be introduced in India. Ui^er 
the Contract Act — tha contractual parties murt i>e 
25 
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adult. Following in the footsteps of other advanced 
countries who carry on Industrial Insurance, special 
provision must be made in the Industrial Act 
allowing children of certain age for making Ip- 
surance contract — so that school children can go 
in, for such Insurance. 

As the accidental death in villages through 
snake-bite or ravages of wild animals country 
boat disaster and thunder-stroke' and in town 
through motor car or other vehicular ^accidents 
is very common, special provision can be made 
in the said Insurance Act to cover all accident 
death by payment of small extra premium so that 
higher benefits under the policy can be secured. 

Annuity scheme — should be introduced 
allowing the G)mpany to pay annuity up to Rs. 10/- 
a month in the beginning, rising up to Rs. 100/- 
a month for the Company pjacing Re. 1 lac deposit 
with the Govemnienb 

Second — Provision for iparriage, education. 
Industrial Agricultural concern or other class of 
business. 

There is a great demanU for Insurance of 
the above types in India. Provision for nuirriage 
and education of children as well as nrovision 
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for a fund to start any business — is in great 
demand in almost all homes. 

Third-Fire Insurance— Most of the people 
in India live in thatched houses. Small Fire 
Insurance from Rs. 200/- rising to Rs. 2,000/- 
when the full deposit of Rupee one lac is made, if 
undertaken 1^ the Industrial Insurance G>mpanie8 
will serve the pyrpose well. 

Fourth — Marine Insurance. — TTie country 
boats in India generally ply to carry heavy comm- 
ercial loads. It will be safe for the owner of 
the goods as well as owner of the boat, if country 
boat Insurances are undertaken for Rs. 500/- in 
the beginning rising to Rs. 3,000/- on placing the 
full deposit by the Industrial Insurance companies. 
At present though there is a very great demand 
for this class of Insurance — ^no 'foreign companies 
have touched it. 

Fifth — Burglary* Insurance . — T heft and dacoi- 
ties are frequently c<ftnmitted in India in respect 
of money and ornaments. Burglary Insui&nce can 
he undertaken in the beginning for Rs. 500/- rising 
to Rs. 3,000/- when fill deposit is made. 

Sizdi— Cattle Insurance. — ^Thc wealth of 
peasants of India consists in a few bigHhs of land 
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and some cattle They suffer a good deal when 
these c&ttle die of any disease. If Gittle Insurance 
is undertaken with the meocimum fixed at 
Rs. 200/-', good amount of business can be done in 
this line. 

Seventh — Fidelity Insurance. — ^[This can also 
be transacted on a small scale by the Industrial 
companies. 

Eighth — Transport Insurance — Goods are 
booked through several carriers such as Railway, 
Steamer, Giuntry boat, bullock cart etc. It .is 
often found that the goods are damaged in transit. 
So any insurance covering the transport may be 
done in small cases by the Industrial companies. 

It must be noted that at present no deposit is 
required to carry on any of the above types of 
business. But we Insist on deposit as the surest 
method of creating confidence in the companies 
transacting these '^classes of business under the 
proper guidance and help of an Actuary, who 
will be called Insurance G}mmissioner and not 
the Registrar of the Joint-stock companies as at, 
present. 

The passing of the Indi^rial Insurance Act 
is the surest .wfiy of helping the Indu^al com-* 
panies. Sotoie people doubt whether mofo pMsuyg 



( 389 ) 

of an Act is sufficient to the growth of such 
companies in India where the general run of people 
is proverbially so poor that the regular paymoit ol 
premiums will not be possible for them. Industrial 
development of a country which India lacs, in- 
creases the purchasing power of the general public 
and can enable them to make regular payment of 
premiui||^.^ But so long as India will remain an 
out and out ^ricultural country — where the value 
of the agricultural produce is liable to suffer in 
prices owing to the lack of foreign demands or 
due to any depression caused by the exchange 
policy of India or of any foreign country, regular 
payment of premiums may be difficult. 

Remedies Suggested. 

In case of inability of the policy-holders to 
make regular payment of premiums owing to the 
above causes — firstly » — sorde form of Extended 
Insurance can be introduc<?d by which the pK>licy 
can be kept in force for certain period without 
payment of premiums and if claim arises — the 
claim payment will be valid with jot without 
Reductions of the defaulted amount of premiums. 

Secondly. — iSi thednsurance jrorld the money 
that is paid by way of preihiums and the money 
that is received by way of daim'^-'dioth roll in a co- 
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operative circle in the society acquiring a fresh 
stimulas in its movement. In each payment of 
claim \}esides the moral force it imparts — the 
economic force is still greater in the Social Life. 
Money once mobilised for Insurance or any 
sqccessful Industrial or Agricultural pursuits begets 
money — the dynamic force of whfeh reacts on 
the whole social fibre. Now let us illustrate 
our point — supposing a man dies after* payment 
of two years’ premiums on his policy for Rs. 500/- 
when the claim is paid to the legal representative 
of the policy-holder the neighbours of the claimant 
can borrow money from him to pay premiums 
during their distress. So the claim paid by the 
Company may be received back to a certain extent 
in the shape of premiums from the policies owned 
by policy-holder’s neighbours. In this way the 
Insurance money rolls on and on. 

By the above two mrthods the tonporary 
depression as experienced by the policy-holders 
can be overcome. 

Thirdly. — If India undertakes to complete 
Industrialisation of the country as chalked out in 
this book, the {purchasing {x>wei^ of the people will 
increase. . So th^ will be in a better position to go 
in for insurance. We have shewn elsewhere that 



( 391 ) 

in the United States of America which consists of 
li crores population, the small Insurance^ yearly 
written by the Fraternal Societies, comes to more 
than 330 crores of rupees. If we consider the fact 
that India — which possesses more than 3 times 
the population of America — if India gets .the 
opportunity • to increase its purchasing power 
through^Industrialisation of the country — India can 
command at)east the same amount of small 
Insurance as is yearly vrritten by the Fraternal 
Societies in U. S. A. as compared to the present 
Insurance business of only 17J crores written in 
India by all the Life Insurance companies. 

Fourthly. — ^When any Government measure 
is undertaken suitable to the needs of the country— 
the business develops itself without much canvassing. 
For example — ^before the import duties on foreign 
matches — ^there were,yearly imports on an average 
of 1 crore gross matches in* India. Now taking 
advantage of the ifnport duties — the match factories 
have developed in the country and the foreign 
import is almost nil. The Tariff iidport duties 
on sugar have enequraged in an unprecedented way 
the starting of su^rfaefories in India. In I933>34 
^here is 50 p. c. fall in sugar import and the 
Govemmrat expects that by 1935, India will be 
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self contained in her requirement of sugar and 
there \^ill be no foreign imports in 1935. Similar 
cases can be found in cotton Industry — ^through 
the Cotton Tariff Act — the Indian mills are taking 
advantage of the import tariff and the production 
of Indian mills have increased from 1800 million 
yards to 2990 million yards in 1932. Though 
through Ottawa Pact and the new with 

Lancashire and Japanese, the ‘‘ full ^ valut; of the 
tariff duties can not be utilised by the Indian 
mills — still the Government measures have given 
great encouragement to the development of cottoft 
Industry in India. Similarly the import duties 
on the foreign steel have given enough encourage- 
ment to the development of Tata’s and future 
steel industries in India. So it can be expected 
that passing of a proper Act in the name of In- 
dustrial Insurance A<^t with conditions as stated 
above, will give tremendoya facilities for the 
development of small Insurance in India and we 
will not be surprised that India will be in a position 
to start at least 10,000 Industrial Insurance com- 
panies of different types and more so on the 
increase of the purchasing pqwer of her people 
through Indus.trialisation*' of (he country along 
with some fixed minimum value of her agricultural 
produce. 
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The Social and Political Services of Insorance 
Gimpames. 

India being proverbially poor with low pur<* 
chjising powei of her people — the best type of 
Insurance that suits her lor sometime to come is 
Small Insurance ; and if the Government tak^ 
the initiative towards undoing the evils done by 
substituting |he Provident Societies Act of 1912 
by a new* Industrial Insurance Act with ttfnis 
and conditions stated above it will give tremendous 
opportunities for development of Industrial In- 
sui’ance of various types in India. The small 
resources of the people will be mobilised and 
those Insurance companies will be pride of India. 
They will not only save from ruin a family in case 
of untimely death ot its bread-winner or loss of 
cattle or house from fire or ornaments or belongings 
from decoity and burglarly — bjlt these companies 
will be a good souice lor helping the Government 
during floatation of any loans. The British 
Government knows what splendid services were 
rendered by the British Insurance companies by 
subscribing to the war Lx}ans which made it possible 
ft)? the British Government to bring the war to a 
successful issue, ff like Indian *Govemment, 
the British Government would have be^ un- 
mindful of the development of her •Banks and 
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Insurance Gimpanies, the history of the Great 
War^would have been otherwise. The mobilisa^ 
tion of the Indian resources for the economic 
development of the country as well as for Jthe 
better revenue of the Government has never been 
done uptil-row. The present India demands a 
proper machinery to mobilise her wealth in a 
proper channel. The only machinery^ that is in 
existence to-day is a crude method' of raising 
Government or Semi-Government Loans, Postal 
Savings Banks deposit, Postal Cash Certificate or 
Treasury Bonds. But the people with small 
resources whose number is over 95 p. c. df the 
population do not take any interest in such invest- 
ment, rather they are fond of burying their small 
deposits under earth. If proper machinery is 
invented by way of some special Acts as stated in 
this and some other chapters of this book — the 
proverbial hoarding, spirit <of the people will cease 
and they will come forward with their small assets 
to invest in the Government Loans to be utilised 
for the National Industries of the country or for 
this and that Insurance Companies. From thf 
phenomenal growth of lifet Insurance compahids 
after the passing of Life Insttrance Act in 1912, it 
can bfc safely expected that passing of a nev 
Industrial Insurance Act will give suffident impetus 
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to the growth of small Insurance companies in 
India. 


Ordinary Life Insurance Companies and their dnties 
towards India. 


Scientific cul- 
ture of Life 
Insurance p8li- 
cies through • 
increased 
purchasing 
power of the 
people. 


It is an admitted fact that the purchasiiu 
power of the Indian people is ab- 
normally low — it is also a fact that 
a large number of people are willing 
to take Life policies, but the fear of 
default in regular payment of pre- 
miums stands in the way of their 
Insurance. The yearly total of Life businesses 
is only 17i crores of rupees in a population of 
35 crores in India ; and as per experience of the 
most Life Offices if the average amount of each 
policy be Rs. 1,500 — then about 1,17,000 people 
go in yearly for Life Insurance policies. It is a mere 
drop in the ocean. Ev^ry Life G>mpany is trying 
its utmost to secure bigger volume of business ; 
and people generally fudge the standard of the 
Life G)mpany by theVolume of its yearly business. 
As per the latest Government Insurance Blue 
h<M>k — we find that about 40 p. c. the new business 
of 1932 has lapsed in the first year. <»So it stands 
^t out of I lac 1 7 thousand people who insured 
in 1932 only 70,000 policy-holders renu||ned in the 
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books of the Company in 1932, Again the total 
Life (psurance in force in India up to 1931 is 98 
crores of rupees and as before taking 1 ,500 as the 
average policy on a single life, we can take 6,53^33 
as the total number of policy-holders in India with 
population of 35 crores So we find that bonafide 
Life policy that can be counted « yearly is one 
amongst 50,000 people in India, ^n^ in every 
5,300 people in India one person is -covered by 

t" 

Life Policy and we will pot be wrong in our 
surmises if we say that the purchasing power of 
the people scarcely allows them to commit tovthe 
yearly payment of premiums at the average rate 
5 p, c. premium, a sum of Rs. 50/- per year for 
an insurance of Ra. 1 ,000/- even. Now the question 
is, — have not the Life Insurance Companies any 
duty towards increasing the purchasing power of the 
people ? Following, is in the footsteps of the foreign 
Life Companies — the liglian Life Companies 
do not bother tkeir heads about this important 
question. They bask in * the‘ sun-shine of pro- 
sperity of the country and do* not feel it their duty 
to add t*o or increase it. 

Assets o( Life Conptenies pid layMtnients. 

tcdal assets of the Indian ^LifeTnsuranra 
CompaiitidL «t about 29 crores of rupei^-^ut of 
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which 23 crores are invested in stock exchange 
securities, 4 crores in mortgage, loans on policies 
and in stocks and shares, crores in land and 
house property, the balance amount in deposit 
with Banks and in other foreign securities, and 
out of the above 4 crores investment in mortgages, 
shares and stoAis assuming that rupees one crore is 
the investment of the Indian Life Insurance Com> 
panies ass^s, in mortgage and in stock of shares 
of the Industrial concerns ; the total investment on 
an asset of 29 crores is less than 3 p. c. ; whereas 
in* the United States of America out of the total 
assets of 4509 crores of rupees belonging to the 
Life Insurance Companies, about 2930 crores i.e. 
about 65 p. c. of their total assets are invested 
in the development of the Industries. Besides, 
out of the balance of 35 p. c. of their assets the 
major portion is invested in Banks which in their 
turn invest the same ift industries. So by way of 
direct and by indirect investiAent through Bank, 
the industries in America are greatly financed by 
the assets of the Life Companies. 

Soiantific Coltnre ol Life PeUciM. 

The ^bveIopm^|il4ftf |my eountigr 

lAeute nsM increMed ^ ^ 

th^ |»eo{^ irho can go in, l^ljlg'’fli|lnoeo m 
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numbers. The knotty problem of the Indian 
Life Companies, is how to increase the purchasing 
power of the Indian people so that it will enable 
them to secure more Life Policies. This will 
be scientific way to culture life policies. The 
present method of Indian Life Companies is to 
secure Life cases from the public earning from other 
sources will not carry them further.' 'Kieir pro- 
gress of business will be seriously hampered if they 
do not devise some other method to increase the 
purchasing power of the people — on whose paying 
capacity their very existence and progress depend. 
If these fundamental facts are realised by the Life 
Companies, a way can be found out for them. 
The assets of Life Companies can only increase 
by compound interest — so, at the present Indian 
market, the safest investment lies in G. P. Notes 
or in stock and debentures of the public bodies — 
such as in Municipality, Poit Trust etc. beside^ 
the debenture of fifst class industrial concerns as 
a jute mill debenture affords scope for investment 
of Life fund. The investment in lands and build- 
ings either in purchase or in mortgage, though ^ 
safe, yet regular interest cannot' always be expected 
from them. Tlie prices of Government and other 
Public Bodies loans and debentures which pay 
regular iaterect often fluctuate and if the market 
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prices of them go down — the company has to 
wipe out a good portion of their assets ^d in 
case of mortgages, if the properties are put to 
sajp, the full value is not recovered often. So 
in whatever way the Life fund is invested, there 
is always one or other kinds of difficulties 
face and it cannot be said with any amount of 
certainty particular class of investment 

is the safest inv^tment for all time to come. Being 
in a predicament like this the authorities of most 
of the Life G)mpanies spread their assets in several 
classes of investment which enable them to fulfil 
the policy-holders’ obligation in payment of claim 
and bonus and in small number of cases share- 
holders’ too, in payment of dividend. 

How to Increase the Purcha sing Power of People. 

If the* Indian G>mpanie8^*want to thrive in 
future, they should majce a combination to utilise 
part of their assets in the development of the 
industries of the country. Now the best course 
to do is to start a*Federation of all the Indian 
Insurance G>mpanies and if |0 p. c! of the 
assets of the Companies are utilised towards the 
purchase of the shares of Federation — the assets 
of the Federation will be about three crores of 
rupees to start with and if out of about 5 crores 
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of rupees yearly premium of the Insurance 
G>mp9nies, 2\ crores are yearly saved and invested 
and 10 p. c. of the same i.e. 25 lacs of Rupees 
can be yearly contributed to the Federation shai^s. 
Now if the Federation, in the role of Managing 
Agents, undertakes to float public companies for 
industries — the necessary capital \(iill be forth- 
coming from the public. ^ If the fctu^l capital 
that Tata initially invested in theji^r steel factory 
at Jamshedpur, which is employing about 20 crores 
of rupees — we will find that a very small amount 
they actually invested initially in the big factory. It 
is rather their initiative and brain that counted much 
to the success of the factory than their actual 
cash money. So it is the case 'ivith most of the 
first class Managing Agents’ firm in India. Their 
credit and Finance inspire confidence in the public 
who contribute tn^ the shares of the company 
they start. Thus the Federation with 3 crores 
working capital to start with and with further 
10 p. c. of their yearly invested assets of the 
Insurance cmnpanies that is about 25 lacs yearly 
make a v6ry powerful organisation in the country. 

Caf^al bivMMRl ii9uFederati<MliiHB*Mnk dividend from 
the BeginaiSji. 

If* the Fecleittioii Becomes, the Managing^ 
Agents andtetart ^tiatries; the income they will 



( 401 ) 


earn from the business in shape of managing agency 
allowance and commission will be sufficient to 
pay at least 6 p. c. interest on the capital invested 
frqjn the federation fund which will compare 
very favourably with any first class British firms 
who earn over crores of rupees in normal years*. 
The Blue Boole of 1932 states that the average 
interest eg^ne^ by the Insurance Companies are 
the following : — 

Rate of 1922 1923 1924 1925 1926 1927 

interest 595 6.26 5.93 5.70 5.70 5.56 

1928 1929 1930 1931 

5.35 5.49 5.44 5.42 

Over an4 above the allowance and commission 
of the managing agency firm — ^when a profit will 
be declared in any industries it will be an additional 
amount on 6 p. c. so the invested capita! of the 
Insurance Companies will always be in a position 
to earn more interest :than tjiey are at present 
earning and if by this way the Federation can 
properly handle the industries, it will be found 
that investment in Federation shares by the Insur- 
ance Companies will be more paying than in any 
dtiter investment and it can fie expected tlukt 
like United States, of Amdirica, the major portion 
^f Indian Insurance fund will , go towards the 
development of industries of the count^ry. These 
26 
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Life Companies can play a very important part 
and c^n create revolution in the domain of Indian 
industries and more industries mean more pur- 
chasing power of the people and therewith mpre 
policies for the Life Companies. 

Pooling Arransemontt. 

The Insurance Companies will i^ves| the funds 
in proportion to their assets. A big company 
will pay more than a small company. So the 
Insurance business that will be secured from the 
workers of the industries would be distributed 
according to the funds invested by the company 
and if hre risk and risk under Workmen Com- 
pensation and other accident risks are undertaken, 
the premiums and risk can be distributed according 
to the funds invested by the respective companies. 
So it is not only^ by way interest on invested 
capital the companies will ^ gainer but in business 
too which will b^ secured without cost on agency 
like Postal Insurance. 

Hoyr Capital will be raised Iron the public. 

The combination of big, Insurance companies 
will be sufficient security for the public to subscribe 
to the ( Capital of the industries which will be taken 
in hand after thorough enquiry and under expert 
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management. Besides there are army of agents 
of Insurance G>mpanies who also will Jse in a 
position to sell good amount of shares to the public. 
So it can be expected that Federation of Insurance 
Companies will be in a better position to raise 
the necessary capital better than any other hrm 
or persons in*India. 

^onstitation of the FedsratioB. 

Tlie Federation can be registered as a Public 
Limited company, its membership being limited 
to only Insurance Companies. Just as Directors 
are elected by the share holders in their general 
meeting so the Directors of the Federation will 
be elected yearly or at every third year. There 
will be one Managing Director appointed from 
the Dire^ors. The earning of the Federation 
by way of conunission and,* allowance will be 
distributed amongst ^he nj^embers according to 
their shares minus the necessaiy expenses incurred 
in running the show. This Federation will start 
Limited Companies for developing the industries 
of the country and as the practice go — in 
(Starting every industries not only expert Indian 
or foreigner should «be aplx>inted but the Directors 
should be taken from outside bommandiri^ public 
confidence or business capacity. Federation 
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should not directly carry on any business except 
as managing agents. If in any industry there 
be delay in declaration of profits to the share 
holders — ^the capital invested by the Federatidh 
will always earn some profits in the shape of 
allowance and commission and it is not usually 
that Federation has to Invest in the shares of the 
industry more than 10 to 20 p. c. of the t6tal share 
capital of the Industrial concerns.' The balance 
amount can be kept in fixed deposit or in marketable 
securities bearing interest. 

The Insurance Companies that will not join thp 
Federation. 

It is now option for any Insurance company 
to join any Insurance Association ; but Insurance 
Companies vdll find it to their advantage and 
benefit to join the ^Federation. If some of them 
do not, they will run the il|k of losing the public 
support and the {act of their not joining the 
Federation will be made capital of by the Agents 
nf the Companies who would 1)6 members of the 
Federatioif. So the fear of any propaganda that 
may be started against them these companies will* 
join the Federation. 

It <fan be hoped that if the Insurance Compam'es 
who are all business bodies make a combination as 
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above, the combined capital and good names of 
the Insurance Companies will bring in a ^riod of 
Renaissance to the Indian industries to the benefit 
of all concerned. 

The place of the Federation scheme in the Development 
Trust as chalked out in this book* 

Federation though constitutionally different 
from thp development Trust as chalked out in 
this book, really aims at the same and similar 
object — namely, the increase of the purchasing 
j)ower of the middle class people by giving them 
employment through Industrialisation of the 
country. The difference lies in the fact that 
whereas it will take time to make the Government 
convinced of the utility of the schemes and get 
their support, the Insurance Companies can without 
loss of lime plunge into the. matter by forming a 
Federation. It is in the bands of the some 
business men, who, if the^ are convinced of the 
usefulness of the* scheme can form the Federation 
and at once can ntake a start in the right direction. 
If India be fortunate to have industries un3er 
Development Tryst with Government support 
both organisatioi^ can go on hanc[ in hand for the 
benefit of India — the successful experience of the 
Industries under Federation will make the matter 
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easy for the Government to launch upon indu8» 
trialisatio^ of the country under Development 
Trust — guaranteeing the minimum interest of 
4 p. c. to the Investors. India a^ords ample 
scope for several big organisations to utilise the 
vast untapped resources of the country for 
Industrialisation and scientific agriculture. 

The Induetries that can be eucceesfully iW ^ the 
Federation of Insnrance Compatiiet. 

Fint'—Motor car manufacturing Com* 

pany. — ^There is no motor vehicles factory in India, 
though the use of motor cars, motor buses and motor 
lorries is daily increasing. All the motor vehicles 
come from foreign countries on an average of 4 crore 
of rupees a year. If a motor car factory is started 
in India in or near Jamshedpur town after making 
some arrangement with Tata’s factory for supply 
of steel and iron forgmgs, we^ think, a Company 
starting with an initial upital of I crore of rupees 
or so, can manufacture motor caft in India, and 
as there is an import duty of 37 p. c. on the 
foreign cars, *fflotor manufacturing will be a paying 
industry in India. It will not be out of place to 
repeat that Foixi^^’s motor car faq}:ory was started 
in 1903 with a paid-up capital of 28,000 dollars 
i.e. about 85,000 rupees. Ford was sue- 
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cessful with that small capital to build up the 
biggest motor car industry In 'the world and 
this small capital was increased in 1§19 to 
3P million dollars. The average yearly wages 
that Ford pays to his labourers are over 60 crore 
of rupees i.e. about 50 p.c. of the total revenue 
of the India* Government. Any unskilled man 
that finds employment in Ford’s factory gets 
6 dollars*a day i.e. nearly Rs. 19/- a day. There 
are over one Lac 25 thousand workers in the 
Ford’s motor car factory at Dearborne. If one- 
tenth of the wages of the workers is utilised 
towards the Life Insurance premium, it will be 
more than 6 crore of rupees i.e. more than the 
yearly premium income of all the Indian Life 
Companies put together — secured from India, 
Burmah, jCeylon, States Settlement and East Africa 
and some from South Africa. This makes the 
dii^erence between Ipdia and America and other 
Industrial countries. 

If the labourers are recruited from the midiiUis 
class young men of India, the Federation can 
expect a decent amoamt of business from the workers 
of motor vehicles numulkcturing industry in -India 
besides at least 6 p. c. dividend to the shti^ capital 
invested by the Federation of Insuraiice Companies . 
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to such industry. Supposing if one-tenth of the 
capital ^ is supplied by the Federation towards 
the motor vehicles industry — it can earn sufficient 
allowance and commission as Managing Agents 
to pay 6 p. c. dividend to the capital investment 
of the Managing Agents’ him, and profit being 
declared on the shares further dividend can be 
allowed on such shares. 

In the above way, the Fedefatioa of insurance 
Gsmpanies, can start Shipping Trade in India — 
If in England one ship company can be successful 
— we don’t see why the Federation should not be 
successful with few steamers for continentaf or 
coastal Trade. The addition of steamers will 
depend upon the success they attain in the line. 

Shipbuilding yards and machine manu- 
facturing companies — can be started in the 
beginning from the st^el plate and iron supplied by 
Tata’s Steel Factory — these industries can be. taken 
in hand by the Federation. 

Jute mills — are also a payirtg industry. They 
^n employ* a good number of middle class young 
men in the above industries, nameljr — ^motor vehicles' 
manufacturing Jndustries,'^ shipjiuilding, machine 
manufacturing etc. and they will necessitate opening 
of fresh steel factories in India, and all these 



( 409 ) 

industries can be developed through joint-stock 
companies laws. 

Wider field of Insurance to be tapped by the Indian Life 
fiisurance G>mpanies. 

There is a vast field for Life policies outside 
India. Thoi^h a very few Life Companies have 
gone out of India, all their activities are confined 
to Ceyltjn, Straits Settlement, East Africa and 
South Africa.* It is very strange that while the 
Life and Accident companies of England, Canada, 
Australia, America, China and Japan are tapping 
the « Indian field for Life and Accident policies, 
the Indian Life companies are satisfied with small 
business they are getting from India and its 
neighbouring countries. The Indian Life In- 
surance companies lack in the adventurous spirit 
which we generally find in the sister companies of 
foreign origin. Just^as the ocean routes are free 
to all ships of all nationalities so are the foreign 
Insurance fields. *The only difference lies in the 
fact that in some countries, they insist upon sovoe 
deposit before they allow the Insurance’ Companies 
to commence any business and in some countries 
in addition to the security deposit they insist 
upon certain amount of their yearly premAim to be 
invested in those countries. It is npw high time 
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for the first class Indian companies to try the 
foreign ^fields for Insurance. If some Canadian 
Company can trade under more than 30 National 
Flags, why not these Indian Companies ? In fac^t 
Insurance companies carry with them not only 
the, principles of economic conquest but along 
with it the moral conquest too. The good dealings 
with the Indian policy holders by .-the foreign 
companies impress India with hjgh s^nse of 
business morality of those countries. They de- 
monstrate their superior organisation not by 
lectures but by actual facts. The first class Indian 
Insurance companies can play the same roltf in 
the foreign countries as the foreign Insurance 
companies are doing in India. For lack of wider 
out-look the Indian Insurance companies are 
making tremendous headway. ‘Oriemt^r Life 
Company is the Pretpier Life Institution in India 
with almost the same age withtSun Life of Canada — 
which trades all tho world over. Now look* at the 
ditference between the assets and yearly revenue 
<^both the companies. Sun Life is credited with 
more than 100 crore rupees assets whereas 
Oriental with 10 crores, i.e. about 10 p. c. assets 
of Sun Life Insurance. *The «yearly revenue of 
Sun Lifers over 32 crores whereas that of ‘Oriental’ 
is about 2 crores. The exnlanation can be found 
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(besides the difference in the policy conditions 
of the G^mpanies) in the fact that the management 
of Sun Life Company are not content with the 
business of Canada only but they have the grit 
and business capacity to trade in almost all the 
countries either within British Empire or outside 
it. 

Crop Insurance. 

Since the inauguration of the Insurance 
Schemes in the western world, specially in the 
United States of America, every conceivable form 
of Insurance has been introduced. Tlie advanced 
countries are not satisfied with Life, Fire, Marine, 
Ordinary Accident and Fidelity risk but they have 
tried to introduce Insurance Scheme in every form 
of human assets and transaction. Thus we have 
got in America big Insurance Companies transacting 
Title Deed Insurance cQverin^ the risk of bad title 
in case of sale, mortgage and lease^f real properties. 
Other Insurance Codlpanies carry on Credit Insu- 
rance and cover the* risk of breach of contract; 
Of late some Insurance Companies are cahying on 
£ilgagement Insurance and underwriting the risk of 
breaking marriage idter Engagement. We have 
|ot Key Insurance in England which covers me risk 
of loss of kevs. Besides Transit and loss of nrofit 
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Insurances there are hundred and one classes of 
Insurance that are transacted in the advanced 
Countries. In India we are still an infant regarding 
Insurance matter. Most of the Companies are 
carrying on Life Insurance business while very 
few undertake Fire, Marine and Accident risk. 
It is not because, that there is deiiand of those 
classes of Insurance, but because there is no 
Company to cater to those needs of ihe Indian 
Society. We think even in the present market if 
Insurance Companies are started' to meet the 
manifold social demands there is a good scope for 
the same. But the Indians are a conservative 
people, who lack in the initiative and adventurous 
spirit that characterises the people of the advanced 
countries. They will rather tread on a over-crowd a 
line than go in, for a fresh held and pasture a new. 

Besides the different l^nes of Insurance as are 
in vogue in the advanced countries, there* is a very 
good held of Insurance in uitderwriting the risk 
of failiure of crops. The Crop Insurance cover- 
ing the * risk of failure of crops for whatever 
causes if introduced in India will bring in an revo» 
lution rathercan evolution in, the economic life of 
the In(iian people. We have shewn elsewhere that 
India stands second to United States of America 
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regarding her agricultural produce and 75 p.c. of 
the Indian people depend directly or indirectly 
on agricultural produce. And in no country of the 
world the agricultural produce is subject to such 
whims and caprices of nature as in India. There 
are two substantial plans that can help the agri- 
culture of India. 

Fir8tly-*-To protect the labours of the peasant- 
ry of the cjf>ui4ry by introducing the Crop Insurance. 

Secondly — To protect the price level of the 
staple agricultural produce so that the price level 
may^not fall down beyond certain level. Other- 
wise the theory of more agricultural produce very 
often connotes less price for the same and support 
the theory of those who advocate curtailment of 
cultivated area as means of raising the price level 
just as h&s been done in Tea Industry. As the 
fixing of price level of the agricultural produce and 
financiog the same, rests witlf the Government — ^and 
as we have shewn that the Government can earmark 
a sum of Rs. 25 caores for the purpose out of its 
increased revenue we shall take up the; first item, 
Qamely — Crop Insurance for our present discussion. 

We ask our readers *to imaginn the^nditions 
of trade and commerce in the period when there 
was no Fire or Marine Insurance intrpduced in the 
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world. The individual merchant owning ship or 
any merchandise for sea transport often met severe 
losses when his ship or merchandise was lost in 
the ship — similarly the loss of any goods through 
fire often proved ruin to the merchant. Now 
^hese merchants are protected against any loss by 
Marine or Fire Insurance. Similarly, the peasant- 
ry of India who bestow all their labour and 
energy to raise crops which supply the food and 
clothing and other necessary expenses not only of 
his own family but for the families of majority of 
Indian population often suffer for failure of crops. 
Though in the advanced countries, there are»hail- 
storm Insurance, storm, tempest and flood Insurance 
and Weather Insurance which undertakes to cover 
the loss or damage to the crop through any of 
the above causes, in India, we have not an 
Insurance Company, to cover the risk of failure of 
crops. 

Crop Insurance is Famane Insurance. 

In no part of the world famine is so much 
rampant as in India. In almost every year there 
are records of heart rending accounts of death dUb 
to starvatmn, principally tthrough failure of crops 
in certaic places of India. Government method 
of granting famine relief is a most dilatoryjand 
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antiquated method. The other method of giving 
relief is through public charities whicl^ though 
often helps a good deal is not commensurate with 
|he gravity of situation. In almost all the advanced 
countries. Government earmark substantial sum 
as a charge on the revenue of the country towards 
the unemplqyment and we have shewn elsewher 
that the British Government ezurmark annually a 
sum of ^bout 60 crores towards the unemployment 
doles. The fndia Government has never tried to 
find out the exact number of unemployed in 
India, for the fear of their number being as countless 
as stars in the Heaven. The position in India is 
ditferent. Whereas the people who cannot find 
employment in any industry in the advanced coun- 
tries are known as unemployed — in India the vast 
majority^ of people whose main profession is agri- 
culture, suffer very often thro^h failure of crops ; 
and in ordinary seqse of^^<^ term we cannot 
call them unemployed but in all practiod purpose 
they are so. So if imemployment Insurance 
is financed by the* British Government in ’Eng- 
land, why we should not get support of the 
India Government* for Crop Insurance in India? 
Moreover if the cpndition of the peasant can be 
kept in good state by the introduction^of Crop 
Insurance, the purchasing power of the Indian 
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people will not then be much affected and as such 
the custom revenue of the Government of India 
on the import will not suffer. If Crop Insurance is 
introduced along with the fixing up of minimum 
price for some staple agricultural produces — India 
can weather any storm of financial distress of the 
world. 

Method of calculating the premiun^ of 
Crop Insurance. 

In Life Comp>anies the mortality table and in 
Fire and Marine and other class of Insurances th? 
average loss table guides the calculation of pre^ 
mium. But no one has tried in India in a scientific 
way to find out the average loss through failure of 
crops. If we make an attempt to find out the 
average loss table we should enquire first as to 
causes that led to failure of crops in India. In 
the ancient Sanskrit text ^ we find there are 
five enemies to the crops, naihely — 

Heavy rains (inunda- 
tion), drought, mosquito, flies "and insects ; add 
to this ther6 is another pest in Bengal generally 
known as waterhyacinth. Eardi-quake, hail-storm* 
and storm/maycbe added *to the causes of failures 
of crops. ^So in all we find there are nine natural 
causes that led to the failure of crops in India. 
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But the main causes are either inundation, 
drought or waterhyacinth (as in Bengal). Now if 
we can introduce Insurance Scheme to cover the 
risk of failure of crops through whatever natural 
causes we can meet the most vital problem of the 
agriculturists of India. 

Circumstantes that are to be taken into 
account ii^ calculating premium. 

1. different classes of soil in the same 
area. — The soils often differ in quality and pro- 
ductivity in the same area in Bengal. So if the 
soil in upland is suitable for production of jute, rye. 
ous paddy (certain class of paddy) sugarcane, 
potato— ^he soil in the low lands is suitable for the 
cultivation of paddy only. Again though the soil 
in the upland is immune from the depredation of 
waterhyacipth the crops in low land soil is often 
destroyed by it. 

2. Adequate raii^all is^nbt the surest Baro- 
meter td the successful raising of crops in the same 
area. 

The fact is that the peasants in the same arSh 
.often sow their cultivated lands earlier or later; 
*sd the rainfall which fs beneficial to one is not often 
so in the other. Uence'the adequate ^nfall in 
any area is not the surest proof to the successful 
raising of crops. 

27 
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3. The average yield of each particular soil 
can only be the basis of rating premium. 

4. Government estimate of the are a of culti- 
vated lands and estimate of crop is only possible 
method of calculating premiums. 

In absence of any other sure method of cal- 
culating the average yield of soil — the best course 
left to, is to do the same on the Goveiiiment or other 
bodies estimate of cultivated area eu^d estimate of 
yield. In jute cultivation We find thq following 
estimate : — 

The estimated area and yield of jute in Bengal, 
Assam, Behar and Orissa and other places. — 


Year. 

Area under 
Jute m 

Yield in bales 
of 400 lbs. 

1919-20. 

acres (a). 

2,821,500 

each. 

8,428,000 

1918-19. 

2,500,400 

6,955,600 

1917—18. 

2,736,000 

8,864,600 

1916-17. 

2,702,700 

• 8.305.600 

1915—16. 

2,375,900 

7,340,900 

1914-15. 

3,358,700 

10,443,900 

1913—14. 

i.91 1,000 

8.893.900 

1912—13. 

2,970,500 

9,842,800 

1911—12. 

3J0b,400 

8,234,700 

1910—11. 

2.937,800 

7,932.000 

1910-11 to 1914- 15. 
1905— 06 to 1909- 10. 

3,057.000 

9.069.000 

3,264,000 

8.136,000 

1900-01 to 1904- 05. 

2.335.000 

7,036,000 

1895— 96 to 1899-1900. 

2 . 635,000 

5,771,000 

1892—93 1894—1895. 

2,207,100 

i.mooo 

5,621,100 

1886-87 

3,852,000 

1880-81 

910,000 

2,730,000 

1872—73 

926,000 

2,778,000 
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So it is found that on an average each acre of land 
under jute, produces 2i bales to 3 hales (ea<;h bale is 
equal to 5 mds.). Hence if we fix 2^ bales i.e., 
mds. of jute as the average yield per acre of 
land under jute — it will a^ord a reasonable basis for 
calculating premium. Similarly in cotton, paddy, 
wheat and Other agricultural produce including 
the pioduco of fruits, teas, shellac — we can find 
out either fregn the Government estimate or from 
estimate made by other bodies the average yield of 
cultivated soil. In each tea and coffee estate or 
Sugarcane plantation there is an estimate of yield 
per 'acre of land under tea and coffee or sugarcane. 

Just as the average loss in Fire, Marine and 
other classes of Accident Insurances, average longe" 
vity and mortality table in Life Insurance case from 
the basis* of calculating premium, so the average 
yield per acre or given area of land or given number 
of tre«s can form the basis of calculation of the 
premium under Gtop Insurance. 

Rating of premium of Crop Insurance. 

In calculating the premium we shall take into 
account the following ; — 

(a) Average yield per acre or jSer given 
area or number of trees and plants. 
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(b) An average estimate of claim that is to be 

paid under Crop Insurance. 

(c) Cost of management inclusive of the cost 

of securing the business. 

(d) Interest on the capital invested in Crop 

Insurance together with cost of creat- 
ing reserve for redemfjtion fund. 

(e) Creation of Reserve Fund. 

To meet the above requirements we think if 
premiums be calculated at the rate of p.c, to 
10 p.c. on the value of the agricultural produce the 
Scheme may be workable one. We can get the 
value of any agricultural produce from the average 
value of the same from 10 or 20 years. Now let us 
take a concrete case, of jute. If the average yield 
be 1 crore Bales i.e. 3\:rores mds. of jute and if the 
average price be Rs. 23 per 'bale we get ai?nually 
jute crop worth about 25 crore rupees^ If 5 p.c. be 
thf^ premium of jute under Crop insurance and if the 
whole jute crops can be insured we get a premium 
of 1,25,00,000 (1 crore and twenty-five lacs) quite 
an adequa^ premiums to meet claims for failure of 
crops, nutnagement and other cost. In the begin- 
ning it is advisable to keep the rate of premiums 
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higher which can be reduced on actual workings 
of the department. In the similar way if t]?e whole 
agricultural produce which is roughly estimated 
at 1000 crores of rupees can be insured under Crop 
Insurance — we think at the rate of 5 or 6 p.c. 
India can get a premium of 50 to 60 crores annually 
under CroD insurance. 


Method of toilecting premiums under Crop 
Insurance. 

The branches of Crop Insurance should be 
started in the muffasil where crop is raised. If 
for the unit of a Branch, we take each village Union 
Board area, we can open an office for Crop Insurance 
in the same locality where there be a branch of the 
Agriculttiral Bank. It cannot be expected that 
the premium of crop can paid in cash by the 
cultivator or by the estate* o^er. If an arrange- 
ment can be made with the Agricultural Bank to 
advance the premium on hypothecation of ^op 
to the cultivator and if the premiums so realised is 
deposited in the Agricultural Bank each forming 
the counterpart of the sither in8ti|;ptioi| then there 
will be no difficulty in getting the preniiums from 
the cultivators. 
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Cultivator’s attraction to come under 
Crop Insurance. 

As Won as the crop will be insured — the 
cultivators can get a certain portion of the value of 
the crop that will be raised in his land from the 
Agricultural Bank. If there be failure of crops the 
Agricultural Bank can get the advances along with 
interest from the crop insurance^ department and 
when the crop will be raised a furthW advance 
(inclusive of the previous advances) uji to 7!) p.c. of 
the market value of the agricultural produce insured 
under Fire Insurance can be allowed to the culti- 
vator so as to afford him a staying power to disppse 
of his goods in better market. This method of 
financing will attract the cultivator for insuring his 
crop. And if we look into the heavy indebtedness 
of the agriculturists of the present day and the high 
rate of interest and ofher crude method of sale of 
the agricultural prod&ce — we think the agricul- 
turists will be immensely benefited by this way of 
financing from Agricultural Bank and insuring 
unc^tT Crop Insurance. The cultivators will consi- 
der Crop Insurance as a boon to them. 

The number of persons that Crop In- 
surance and A|priculturs4 Bank can employ 

If 10 p.c. of the income under Crop Insurance 
and Agricultural Bank be allocated toMiards the 



( 423 ) 


management cost and if the average salary be 
Rs. 25 or Rs. 30 a month, India can employ about 
2 lacs middle class young men in the line. 

(Constitution of the Crop Insurance and 
Agricultural Bank. 

There shpuld be one provincial head with 
staff in each^ head quarter of a province under 
provlnciajl Board and all the provincial heads will 
be under the control of the Chief Commissioner 
under the Central Board. 

Capital of Crop Insurance. 

We have discussed elsewhere that 5 crores 
capital for Crop Insurance and 15 crores capital 
of Agricultural Bank will serve the purpose of 
finance and insurance of crops in India. 



CHAPTER XIV. 

BANKS 

Banking Institution in India. 

Except money lending business, Banks in the 
higher sense have not developed in India, live 
money-lenders generally charge a very high rate of 
interest, so much so, that the indebtedness of the 
p^santry has increased like anything and hangs 
like Democles’ sword over them. The Industries 
of India find it difficult to get proper finance, so 
they languish. Any Scheme of Ihdustrialisation 
and development of agriculture presuppose the 
existence of proper Banks to finance them. Whije 
the European merchants get proper hnance from 
the Einglish Banks and even from the Imperial 
Bank, it is in a very rare case that the Indian 
business-men get such help from them. The 
result is stagnation of the Indian Industries and 
businesses. The inauguration of Reserve Bank 
in India may afford'^some facilities to the Indian 
Banking business Ii^ut it is yet to be seen how far 
the Indian Industries and buSiness-men will be 
profited by them. The first ffirimary duty will be 
to start some Banks in India. Banking business 
falls generally in the four categories. Each typu 
of Bank s]r9ul(k be devoted to hpance the particular 
business and not like present day Composite Bank 
carying on every form of business. 
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1. Mortgage Debenture Bank. 

In every agricultural country there are Mort- 
gage Debenture Banks to finance the agriculturists. 
These Banks are started with some paid-up capital, 
invest the capital in the mortgage of landed pro- 
perties on l<jpg term loan, realise the capital with 
interest by small instalments in course of 15, 20, 
25. 30, 35, 4b years and in some cases 50 to 70 years 
and issue debenture of smaller denomination 
against the mortgage at a rate of interest J to 1 p.c. 
lower than the interest charged on the mortgage. 
This difference of interest is appropriated towards 
the management cost of such Banks. When these 
debentures are sold in the market, the Bank again 
invest the amount so realised from the sale of 
debentures in mortgage of fresh properties — ^against 
which, flesh debentures are issued. In this way the 
mortgage Debenture JBank e^eraljy invest 20 times 
of thtfir original capital. But in every place the 
Mortgage Debenture Banks adopt the following 
three principles ® 

(a) Except in Egypt where the margin is 
75 p^c. — the capitals is invested on 
50 p.c. margin on the value of the 
. properties. 
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(b) The title of the property against which 

the money is advanced should be clear 
and marketable. 

(c) There are some Acts for speedy recovery 

of instalments in case of default and 
not the present cumbrous law for put- 
ting a mortgage property fo sale. 

The difficulties of formation of latjid mortgage 
Debenture Banks in India. 

The conditions under which Land Banks in, 
other agricultural countries prosper, do not erist 
in India ; it is doubtful whether this type ol Bank 
can flourish in India. The greatest problem of 
Land Bank is to pay regularly the interest of the 
Debenture holders. But this payment^ depend 
upon the regular realisation of interest from the 
mortgage — which^is a' most uncertain factor in 
India. Because the«vafue of the agricultur^fl land 
depends upon the market value of the agricultural 
produce and the value of the a^cultural produce 
depend upon the world market. If there be 
depression in the world market, ns at present — there 
will be less<demrmd of the agricpltural produce of 
India. Besides the world market — there is a 
comoetition with the nroduce of the other countries. 
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So Land Banks as we find in the other country 
cannot prosfter in India unless the following 
arrangements can be made — ^namely : — 

(a) The fixing up of a minimum price level 

to some staple produces in India. 

(b) Increased purchasing power of the Indian 

public through industrialisation. 

(c) Some other Scheme, preferably Insurance 

Scheme, where there is a perennial 
source of liquid cash money. 

(d) The debentures should be issued not on 

expectation of realisation of interest 
from the mortgagee, a most uncertain 
factor, but to the extent, the Insurance 
Department can meet the interest on 
the debentures issued. 

If the above conditions dO no^j)revail — ^we are 
afraid, the history of failures Loan G>mpanies 
in Bengal will bfi repeated in such Mortgage 
Debenture Banks. 'The Loan G>mpanies whcse 
number exceed more than 782 in Bengal tised to in- 
vest their capital (excepting Jalpaiguri Banks which 
Invested in Tea Ind}istry)yin long tettn l^m on the 
mortgage of landed properties. But through the 
fall in the nrice of the asricultural oroduce for the 
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successive years the Loan Companies could not 
realise interest (far to speak of realising capital 
amount). So they could not pay the interest on the 
fixed deposit. Hence the crash came. The Lo^n 
Companies though they are not Mortgage De- 
benture Banks actually served the purpose of Land 
Banks as they got their assets invested in landed 
properties on long term loan ; the depositors in the 
Loan Companies though not th^ Debenture holders 
yet their money was invested in landed properties. 
How Land Banks can prosper in India. 

In absence of the arrangements as mentioned 
in clauses A & B in the above — the Land Banks 
if started with Life Insurance can develop in India. 
Because the Insurance Department will have 
surplus fund enough to pay regularly the interest 
on the Debentures if they are issued as per the 
capacity of the Insjirance Department to meet the 
interest of th^ D^oenture^ holders. The com- 
bination of Life Irpurance with Land Banks is the 
only safety of such Bank ; otHbrwise such Banks 
will meet with failures. 

Land Banks are just like Loan Companies 
in BengqL 

The jtjoati) Compani^ in &ngal were working 
with a small paid-up capital var3nng fronr 
Rs. 10,000 to 1 Lac Rupees and often they gel 
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deposit of 50 to 60 Lacs of Rupees on which they 
have to pay regularly interest. These Loav Com- 
panies generally invest their funds in mortgage of 
landed properties. Similar is the condition of 
Land Mortgage Debenture Bank. Supposing 
a Land Bank is started with 10 lacs capital. It wHl 
Invest the fund in mortgage of landed properties 
valued not le^ than 20 lacs on a long term loan — 

‘ say for 25,years,— the interest and part of the capital 
is to be paid regularly in every year. Against this 
Mortgage-Debentures is issued say for Rs. 100 in 
the market repayable in 25 years i.e. as the mort- 
gage loan — but the interest on the debentures are 
to be paid regularly, say, half-yearly for 25 years. 
The money realised through Debentures are again 
invested in landed properties and in this way 
Debentures are issued 20 times the original capital. 
In France only as soon as pah of the capital is 
realised they distribute, amingsr'ihe Debenture 
holders Tjy lottery. 

But the regular payment of interest to 
Debenture holders depends on regular i^ayment of 
interest by the borrower — just as we find the 
regular payment o| interest of th^ depositors in 
Loan Companies depend upon the realisation of 
the interest from the mortgagee. 
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Bengal Govemment's Move. 

Wii note with great satisfaction that His 
Excellency Sir John Anderson, the Governor of 
Bengal has set up a Committee to enquire amongst 
other matters into the possibility of starting Land 
Banks in Bengal and that already steps have been 
taken to start 3 or 4 Land Banks in Bengal. If 
the payment of interest of Debenture holder form 
a charge on the revenue of the province-' ^hen the 
difficulty as stated above is avoided. But the 
question is — can the Land Banks be successful in 
Bengal without Government meeting the interests, 
and unless we can place such Banks on their 'own 
legs — the development of Land Banks in Bengal 
as well as in other parts of India will be greatly 
hampered. And there is no possibility of success 
of such Banks unless they are run as part and 
parcel of Insurance Gompany. 

Agricultural Ranlr. 

While the Land Mortgage Debenture Bank 
allows long-term loan to the agriculturists and other 
landed proprietors against t(ie security of rei^ 
properties-^he^ Agriculti|ral Bank will advance 
loan on hypothecation of agricultural produce which 
loan with interest will be realised in the course of 
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the year. The Debenture holders like depositors 
supply fresh capital to the Land Banks whereas 
the Crop Insurance Company will supply fresh 
capital to the Agricultural Bank. They may also 
take deposit from the agriculturists. In this way 
Agricultural Bank and Crop Insurance Company 
can develop and they will be able to furnish 
more autheiftic survey of cultivated land, the area 
under caop, the actual yield of any particular crop 
and the 'local* market prices ; so the present crude 
method can be avoided by the Government. 

If our proposal of fixing up of minimum price 
to Some staple agricultural produce is accepted 
by the Government — the money that can be spent 
by the Government towards that purpose can be 
done through the Agricultural Bank office in the 
muffasil. • For example if it is decided by the 
Government to fix the minimum priee of jute at 
Rs. five per md. arid if me wfible stock of jute 
stock cannot be disposed of — tfie Government has 
to finance the prodyct till they are disposed of. , In 
the above way Agricultural Bank in India will give 
^remendous faciliti^ to the agricultural produce 
and there will not be necessity of^any^Committee 
to devise means for liquidation of heavy rural 
indebtedness. Without the aforesaid methods if 
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it can be presumed that the present indebtedness 
of the ^agriculturists can be wiped of — they will 
again incur debt within a short time. 

Industrial Bank. 

Everybody who is connected with any industry 
in India knows that to get finance at a cheap rate of 
interest and in time is almosf a difficult problem. 
No industry can stand without financial backing. 
The Indian Loan and Banking concerns generally 
fight shy of investment in industries. Indian 
industries are at present fighting against odd. 
They cannot compete with foreign industries with 
better organisation for sale and with better facilities 
from the Banks. The cause of this deplorable state 
of affairs is that there is no Bank in India specially 
run to finance the industries of the country. 

This is the presept position and if the industries 
as proposed to be started under Ten Year Plan are 
undv;rtaken, timely accommodation from the In- 
dustrial Baidc will be felt a necessity. Just as it is 
impossible to conceive of the development of 
export trade^of Lidia without the national mercan> 
tile marine so it is impossible to conceive of the 
development of the industries in India without 
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starting Industrial Bank to finance the industries. 
If the proposals under Ten Year Plan aje accept- 
ed — such Industrial Bank will handle finance more 
than 200 to 500 crores of Rupees a year, and as 
such the financial position of Industrial Bank will 
be much better than that of the present Imperial 
Bank whicly handled 76 crores 60 Lacs in 1 930 as 
against 67Icrores 32 Lacs of Indian Joint-stock 
Banks. 


Commercial Bank. 

It is very disappointing to note that India 
whose trade figure in normal years is about Rs. 565 
crores has not got any Exchange Bank. All the 
export and import of India is carried on by the 
foreign Banks. 

So an Exchange Bank ds not only a necessity 
for the present tradb but Tor ffil future increased 
trade of India. 

In conclusion we give below .the deposit 
ngures of India in Banks in comparison with the 
deposit figures of Qther adv^nce;^ countries 
showing the backwardness of our people regarding 
bankinsr : — 
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United States of 
America 
England .. 

Canada . , 

Japan 

India 


Deposit per head 
.of people. 

£a7 

£50 

£14 

shilling 


Number of Bank per 

10 Lacs people— 

England .. 

285 

U. S. A. . . ^ 

256 

Canada 

448 

Japan .. 

92 

Indit 

2 




